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ENDANGERED  SPECIES  PROTECTION 


WEDNESDAY,  APRIL  17,  1996 

House  of  Representatives 

Committee  on  Resources 

Washington,  DC. 
The  Committee  met  at  11:03  a.m.  in  room  1324  of  the  Longworth 
House  Office  Building,  the  Honorable  Don  Young  (Chairman  of  the 
Committee)  presiding. 

OPENING  STATEMENT  OF  THE  HON.  DON  YOUNG,  A  U.S.  REP- 
RESENTATIVE  FROM  ALASKA;  AND  CHAIRMAN,  COMMITTEE 
ON  RESOURCES 

The  Chairman.  The  Committee  will  come  to  order.  Good  morn- 
ing. 

I  welcome  all  of  you  to  this  hearing  on  the  funding  of  the  Endan- 
gered Species  Act  of  1973.  The  purpose  of  this  hearing  is  to  exam- 
ine the  expenditures  of  the  agencies  that  participate  in  the  effort 
to  save  endangered  and  threatened  species. 

In  this  election  year,  this  Congress  has  been  accused  of  gutting 
programs  to  protect  endangered  and  threatened  species  But  the 
record  clearly  reflects  that  this  Congress  and  the  American  people 
have  made  an  enormous  investment  in  protecting  and  conserving 
our  wildlife  resources. 

The  Secretary  of  Interior  has  been  telling  the  American  people 
that  this  Congress  only  provides  about  $40  million  each  year  to 
protect  endangered  and  threatened  species.  Those  of  us  who  have 
been  working  on  this  issue  these  many  years  know  that  we  have 
made  a  substantially  higher  commitment  in  terms  of  funding, 
^u  io?^  alone,  the  Federal  and  state  governments  spent  more 
than  $233  million  to  protect  endangered  species  versus  the  state- 
ment of  the  Secretary  of  $40  million.  There  are  over  20  Federal 
agencies  that  spend  tax  dollars  to  protect  endangered  and  threat- 
ened species. 

Total  spending  for  ESA  by  the  Federal  and  state  governments  is 
expected  to  exceed  $3.6  billion  dollars  for  the  seven  year  period 
from  1991  to  1997.  I  want  to  restate  that— $3.6  billion  dollars.  Con- 
gress appropriates  over  $6  billion  to  the  Department  of  Interior 
each  year  to  protect  our  natural  resources. 

Of  that  amount,  the  Fish  and  Wildlife  Service  receives  $11  bil- 
lion to  protect  wildlife.  The  Fish  and  Wildlife  Service  is  required 
to  report  each  year  on  actual  expenditures  on  the  Endangered  Spe- 
cies  Act. 

According  to  the  official  Fish  and  Wildlife  Service,  those  reports 
substantially  underestimate  the  actual  ESA-related  spending.  How- 
CD 


ever,  the  reports  themselves  state  that  spending  has  increased 
from  $43  million  in  1989  to  $291  million  in  1992  and  $233  million 
in  1993. 

Again,  I  go  back  to  the  Secretary's  statement  of  $40  million.  It 
is  an  example  of  election  year  rhetoric. 

The  actual  spending  is  far  higher  than  even  those  numbers  re- 
veal. I've  asked  our  staff  to  prepare  an  analysis  of  ESA-related 
spending.  And,  those  documents  are  in  your  folders  today. 

However,  again,  the  Secretary  of  Interior  still  poor-mouths  the 
enormous  investment  being  made  by  the  American  people  in  wild- 
life protection,  giving  them  little  or  no  credit  for  these  expendi- 
tures. Frankly,  I  am  truly  sorry  that  the  Secretary  of  the  Interior, 
Secretary  Babbitt,  did  not  accept  our  invitation  to  appear  today  to 
make  the  argument  for  proper  funding  of  the  ESA,  according  to 
him.  I  understand  that  he  is  going  hiking  instead. 

However,  I  am  happy  to  welcome  MoUie  Beattie  back.  I  am 
happy  to  have  her  here  today,  as  I  wished  her  a  moment  ago  full 
speed  and  full  recovery.  She  wished  me  the  same  thing.  We  both 
are  achieving  those  goals. 

This  Committee  had  hoped  to  question  the  Secretary  today  about 
some  of  the  public  misstatements  he  has  made.  And,  we  have  docu- 
mentation of  all  those  misstatements. 

But,  we  will  ask  Ms.  Beattie  some  of  those  questions  and,  most 
of  all,  we  will  ask  her  to  take  those  questions  back  to  him.  I  will 
assure  you,  he  will  be  here  before  this  Committee  next  week. 

It  is  important  that  this  Committee,  as  the  authorizing  Commit- 
tee for  the  ESA,  determine  whether  these  funding  levels  are  ade- 
quate to  accomplish  the  goals  of  the  ESA  and  whether  the  Amer- 
ican people  are  seeing  a  return  of  this  enormous  investment  in 
terms  of  recovery  of  listed  species.  Our  questions  today  will  be  ad- 
dressed to  all  witnesses  before  us. 

Again,  Ms.  Beattie,  we  hope  in  the  future  that  Secretary  Babbitt 
will  work  a  little  harder  to  provide  honest,  factual  information  in- 
stead of  political  rhetoric  to  the  people  of  America. 

Are  there  any  other  opening  statements?  Mr.  Kildee. 

Mr.  Kildee.  If  he  wishes,  I  will  defer  to  Mr.  Studds.  If  he  has 
no  comment,  I — Mr.  Studds 

Mr.  Studds.  I  think  the  better  part  of  wisdom  is  to  retain  silence 
here.  I'm  shocked  at  the  generosity  of  my  friend  from  Alaska  with 
all  the  money  he  is  spending  on  this.  I  am  very  touched. 

The  Chairman.  Well,  you  had  a  lot  to  do  to  help  me  spend  it. 

Mr.  Studds.  I  know.  But,  I  was  trying  to  think  here  if  I  had  the 
alternative  of  taking  a  hike,  which 

[Laughter.] 

Mr.  Studds.  [continuing] — decision  I  would  make. 

[Laughter.] 

Mr.  Studds.  There  are  hikes  and  there  are  hikes,  as  the  gen- 
tleman knows. 

The  Chairman.  Well,  if  the  gentleman  would  yield,  there  are 
many  people  who  have  told  me  to  take  a  hike,  too. 

[Laughter.] 


STATEME>Pr  OF  THE  HON.  GERRY  E.  STUDDS,  A  U.S. 
REPRESENTATIVE  FROM  MASSACHUSETTS 

Mr.  Studds.  The  gentleman  said  that.  I  certainly  did  not. 

I  want  to  join  the  Chairman  in  our  warmest  welcome  to  Mollie. 
We  are  delighted  to  have  you  here.  We  really  are. 

I  think  you  probably  have  a  renewed  feel  for  the  importance  of 
the  statute  in  question.  We  all  do. 

It's  very  nice  to  have  you  back.  It  really  is. 

And,  I'm  going  to — you  may  not  believe  this,  Mr.  Chairman,  but 
I  am  going  to  refrain  from  saying  anything  that  would,  by  the 
remotest  interpretation  or  stretch,  be  considered  political  rhetoric. 
I  think  it's  very  kind  of  you  to  hold  a  hearing  on  the  Endangered 
Species  Act  and — this  endangered  Endangered  Species  Act. 

And,  I  will  keep  quiet  and  see  what  they  have  to  say. 

The  Chairman.  The  gentleman  from  New  Jersey. 

Mr.  Saxton.  No. 

Mr.  Studds.  Actually,  I  think  we  should  report  the  bill,  looking 
around  the  room. 

[Laughter.] 

The  Chairman.  The  gentleman  from  Michigan. 

STATEMENT  OF  THE  HON.  DALE  E.  KILDEE,  A  U.S. 
REPRESENTATIVE  FROM  MICHIGAN 

Mr.  KiLDEE.  Well,  needless  to  say,  our  views  on  the  Endangered 
Species  Act  are  not  quite  parallel,  Mr.  Chairman.  And,  I  find  it  one 
of  the  best  congressional  Acts  on  the  books  and  am  anxious  to 
make  sure  that  it  structurally  is  not  changed  in  its  authorization, 
that  it's — every  bill — no  bill  is  written  on  Mt.  Sinai,  certainly  on 
Capitol  Hill. 

But,  I  really  think  that  the  bill  that  was  reported  out,  I  think, 
last  October  from  this  Committee  had  serious  deficiencies.  And,  I 
want  to  make  sure  that  we  take  care  of  those  deficiencies  in  any 
authorization  bill  and  to  make  sure  also  that  sufficient  appropria- 
tions are  made  for  this  bill. 

Thank  you,  Mr.  Chairman. 

The  Chairman.  I  thank  the  gentleman.  The  gentleman  from 
Maryland. 

STATEMENT  OF  THE  HON.  WAYNE  T.  GILCHREST,  A  U.S. 
REPRESENTATIVE  FROM  MARYLAND 

Mr.  GiLCHREST.  Thank  you,  Mr.  Chairman.  Tonight,  I'm  going  to 
a  baseball  game  in  my  District.  It's  a  brand  new  stadium  and  it's 
called  the  Shore  Birds.  And,  it's  a  minor  league  team. 

And,  my  staff  encourages  me  to  do  that  instead  of  just  going 
home  and  spending  a  pleasant  evening  with  the  family,  I  should  do 
it  with  the  Governor,  another  Senator,  whatever.  But,  they  encour- 
age me  because  it's  part  of  America's  best  past  time,  America's 
greatest  past  time — baseball. 

Well,  this  brings  me  into  a  conversation  about  the  Endangered 
Species  Act.  To  me,  America's  greatest  past  time  is  hard  work, 
knowledge  and  friendship.  That's  why  we  have  succeeded  where 
other  countries  have  failed. 

And,  in  an  issue  such  as  important  yet,  unfortunately,  as  vola- 
tile, misunderstood,  sometimes  approached  from  an  extremist  per- 


spective,  this  issue  of  biological  diversify  for  this  country,  in  my 
judgment,  must  be  approached  with  people  who  are  interested  in 
it  from  all  perspectives  with  hard  work,  knowledge  and  friendship. 
And,  at  that  point,  I  think  we  will — all  of  us,  collectively  and  to- 
gether, regardless  of  our  perspective — succeed  in  this  endeavor,  be- 
cause it  will  be  useful  for  future  generations. 

And,  I  applaud  you,  Mr.  Chairman,  and  the  former  Chairman  of 
this  Committee,  for  working  together  for  so  many  years  to  bring  us 
to  this  point.  Thank  you. 

The  Chairman.  The  gentleman  from  California,  Mr.  Pombo. 

STATEMENT  OF  THE  HON.  RICHARD  W.  POMBO,  A  U.S. 
REPRESENTATIVE  FROM  CALIFORNIA 

Mr.  POMBO.  Thank  you,  Mr.  Chairman. 

I  would  just  like  to  say  that  I  look  forward  to  this  hearing.  Over 
the  past  couple  of  years,  we've  heard  a  lot  about  funding  on  endan- 
gered species.  I  look  forward  to  the  opportunity  to  hear  from  the 
Administration  witnesses  and  the  other  witnesses  on  exactly  how 
the  money  is  being  spent,  whether  or  not  it  is  being  done  in  the 
best  possible  manner  and  what  direction  we  go  from  here. 

So,  thank  you  very  much. 

The  Chairman.  Thank  you.  The  gentleman  from  Oregon,  Mr. 
Cooley. 

STATEMENT  OF  THE  HON.  WES  COOLEY,  A  U.S. 
REPRESENTATIVE  FROM  OREGON 

Mr.  Cooley.  Thank  you,  Mr.  Chairman.  I  appreciate  you  holding 
this  hearing. 

I  want  to  say  that  I  agree  with  my  fellow  colleagues  that  it's  im- 
portant to  have  these  hearings  and  see  how  well  we  are  doing  and 
what  we  can  do  to  bring  a  balance  into  the  Endangered  Species  Act 
before  it's  renewed. 

Thank  you. 

The  Chairman.  Thank  you.  The  gentleman  from  California,  Mr. 
Dooley. 

STATEMENT  OF  THE  HON.  CALVIN  M.  DOOLEY,  A  U.S. 
REPRESENTATIVE  FROM  CALIFORNIA 

Mr.  Dooley.  Thank  you,  Mr.  Chairman.  I  appreciate  you  holding 
this  hearing. 

I  look  forward  to  the  testimony  of  the  Administration  witnesses 
but  also  of  the  second  panel,  which  will  include  some  folks  from 
local  agencies  and  also  from  the  private  sector,  because  we  spend 
a  lot  of  time  focusing  on  the  governmental  cost  of  ESA.  But,  often- 
times I  think  we  are  overlooking  where  the  direct  impacts  of  the 
ESA  lie  in  terms  of  the  cost  to  our  private  sector  as  well  as  to  our 
local  communities. 

And,  while  Secretary  Babbitt  has  made  statements  in  the  past 
that  it's  only  costing  Americans  16  cents  per  person  to  implement 
the  ESA  to  achieve  its  objectives,  I  guess  one  of  the  things  that  I'm 
most  interested  in  is  if  this  is  an  Act  that  we  are  trying  to  meet 
some  societal  objectives,  regardless  if  it's  16  cents  or  $5  a  person, 
as  policymakers  we  have  to  be  concerned  with  how  we  allocate 
those  costs  among  all  people.  And,  hopefully  with  a  reform  that  will 


ultimately  be  enacted  through  this  body,  we  will  ensure  that  we 
are  not  burdening  a  select  few  with  the  cost  of  implementing  the 
ESA. 

And,  I  thank  you  for  having  this  hearing. 

The  Chairman.  I  thank  the  gentleman.  The  gentleman  from 
Michigan,  I  would  just  like  to  remind  this  hearing  is  on  statements 
made  by  the  Secretary  of  Interior  primarily  that  have  been  abso- 
lutely untrue  and  outright  lies. 

And,  I  just  want  to  make  sure  that  everybody  knows  how  much 
money  is  being  spent  by  the  agencies  themselves.  And,  this  is  what 
we  are  trying  to  find  out,  why  these  statements  are  being  made, 
are  they  just  political  intent,  are  they  outright — is  he  knowledge- 
able or  is  he  unknowiedgeable  about  this  issue. 

And,  that  reminds  me,  I  usually  swear  in  the  Administration  wit- 
nesses. I  look  at  this  table  and  I  see  most  of  you  I've  dealt  with 
before.  I  don't  think  there  is  any  need  of  that. 

But,  I'm  going  to  suggest  one  thing.  If  I  find,  in  fact,  any  of  your 
testimony  is  not  true,  the  next  time  you  will  be  before  this  Commit- 
tee very  quickly  you  will  be  sworn  in. 

The  first  witness  is  the  Honorable  Mollie  Beattie,  Director  of  the 
Fish  and  Wildlife  Service,  U.S.  Department  of  the  Interior.  And, 
she  is  appearing  on  behalf,  unfortunately,  of  the  hiking  Bruce  Bab- 
bitt. 

Madam  Secretary,  you  are  up. 

STATEMENT  OF  MOLLIE  BEATTIE,  DIRECTOR,  U.S.  FISH  AND 
WILDLIFE  SERVICE,  DEPARTMENT  OF  THE  INTERIOR 

Ms.  Beattie.  Thank  you,  Mr.  Chairman.  And,  thank  you  for  your 
warm  welcome  back. 

It  is,  indeed,  a  pleasure  to  be  here,  especially  when  I  consider 
that  the  alternative  is  the  neurological  unit  at  Johns  Hopkins  Hos- 
pital. So,  I'm  very  glad  to  be  here  today. 

The  Department  of  Interior,  Mr.  Chairman,  has  worked  tirelessly 
over  the  last  three  years  to  improve  the  effectiveness  of  the  Endan- 
gered Species  Act  and  to  identify  and  resolve  problems  with  its  im- 
plementation and  administration.  We  have  taken  dramatic  steps  to 
implement  and  administer  the  ESA  in  a  manner  that  conserves 
species,  recognizes  the  needs  of  private  landowners  and  achieves 
these  benefits  in  the  most  cost  effective  manner. 

We  have  searched  the  attic,  closets  and  basement  of  the  Endan- 
gered Species  Act  and  found  many  under-used  authorities  that 
have  allowed  us  to  resolve  or  avoid  conflicts  between  species,  con- 
servation and  other  equally  important  needs  of  our  society.  We 
have  used  them  successfully  to  resolve  a  set  of  past  problems  which 
we  agree  deserve  attention. 

We  are,  however,  discouraged  that  these  concerted  and  successful 
efforts  seem  not  to  be  reflected  in  continued  attacks  from  some 
Members  of  this  Congress  which  do  not  reflect  this  progress  nor  are 
reflected  in  this  Committee's  legislative  proposal,  H.R.  2275,  which 
would  effectively  repeal  the  Act.  We,  therefore,  have  begun  to  won- 
der whether  some  congressional  criticism  of  the  Act  is  meant  to  be 
constructive  or  whether  it  is  really  an  ideological  attack  on  the  fun- 
damental premiss,  which  is  strongly  supported  by  the  American 
people;  and,  that  is  that  the  conservation  of  species  and  ecosystems 
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is  an  ethical  imperative,  a  critical  element  of  a  desirable  future  for 
people  and  the  planet  and  an  economic  necessity. 

In  support  of  this  last  point  that  the  conservation  of  biodiversity 
is  both  economically  feasible  and  necessary,  I  would  ask  to  have  in- 
troduced in  the  record  three  recent  reports — "The  Impact  of  Endan- 
gered Species  Listings  on  Home  Building  and  the  Real  Estate  In- 
dustry;" a  summary,  "The  Myths  of  Jobs  vs.  Resources:  Environ- 
mental Protections  and  Economic  Growth,"  from  the  California 
Senate  Office  of  Research;  and  "Economic  Well-Being  and  Environ- 
mental Protection  in  the  Pacific  Northwest,  A  Consensus  Report  by 
Pacific  Northwest  Economists," 

Let  me  illustrate  the  mixed  message  we  feel  we  are  getting  from 
this  Congress.  Over  a  year  ago,  working  with  a  variety  of  interests, 
including  the  Western  Governors'  Association,  we  developed  a  10 
point  plan  for  responding  to  a  set  of  problems  which  we  agreed 
were  in  need  of  attention,  as  I  said. 

For  example,  in  the  past,  the  Endangered  Species  Act  did  not  do 
enough  to  prevent  endangerment,  which  is  a  much  easier  and 
much  less  costly  challenge  than  reversing  it.  We  agree  that  histori- 
cally this  was  one  of  the  Act's  major  shortcomings. 

So,  for  three  years,  we  have  put  a  great  deal  of  time  and  re- 
sources into  keeping  so-called  candidate  species  from  approaching 
the  endangered  species  list.  Between  July  of  1994  and  July  of  1995, 
at  least  15  candidate  conservation  agreements  have  been  made 
with  various  cooperators,  at  least  20  more  in  progress. 

We  are  emphasizing  working  with  partners  to  identify  candidate 
species  and  to  plan  candidate  conservation.  By  being  anticipatory 
and  cooperative,  we  believe,  and  we  know,  we  can  preclude  the  list- 
ing of  many  species. 

However,  just  as  we  begin  to  count  successes  in  these  efforts,  this 
Congress  has  severely  curtailed  the  funds  available  for  them,  pro- 
viding only  $2.7  million  reduced  by  more  than  one-third  from  1995. 
In  the  1996  appropriations  bill  originally  passed  by  the  House,  no 
money  was  provided  for  candidate  conservation. 

For  our  own  and  our  sister  departments,  the  funds  for  these  dis- 
cretionary, preventative  measures,  as  opposed  to  mandated  regu- 
latory actions,  will  necessarily  be  first  to  be  cut  in  the  current 
round  of  budget  reductions.  We  are  perplexed  by  a  mixed  message 
that  at  once  asks  us  to  amend  the  problem  and  then  withholds  the 
means  to  do  so. 

The  message  regarding  the  importance  and  economy  of  preven- 
tion rather  than  cure  has  been  further  muddied  by  the  congression- 
ally-mandated  moratorium  on  the  listing  of  species.  One  hundred 
eighty-two  candidate  species  and  243  species  already  proposed  for 
listing  are  caught  in  limbo  under  the  moratorium. 

It  is  likely  that  without  attention  or  protection,  they  will  con- 
tinue to  decline.  At  the  same  time  that  Congress  expresses  concern 
about  the  cost-effectiveness  of  the  Act,  it  seems  to  be  making  sure 
that  the  Act  will  take  significantly  more  time  and  money  and  effort 
to  recover  these  species  when  authority  and  funding  are  restored. 

The  moratorium  means  less  flexibility  and  certainty  that  we  are 
able  to  provide  to  those  affected  and  assures  increased  cost  and 
chaos.  We  will  suffer. 


A  second  historical  problem  of  the  ESA  was  its  failure  to  provide 
certainty  and  incentives  to  private  landowners.  Although  we've 
made  great  progress  in  investigating  and  providing  incentives  to 
landowners  for  habitat  conservation  as  well  as  in  removing  doubt 
and  uncertainty  about  their  responsibilities  under  the  Act,  Con- 
gress has  severely  confined  our  continued  efforts  in  this  direction. 

Regarding  the  issue  of  certainty  for  landowners,  we  have  re- 
quired, since  July  of  1994,  that  all  final  listing  rules  include  spe- 
cific language  defining  actions  to  be  considered  as  illegal  take  of  a 
species.  For  example,  when  a  freshwater  mussel  was  recently  list- 
ed, the  Fish  and  Wildlife  Service  announced  that  farming  and  min- 
ing in  North  Carolina  and  Tennessee  would  not  violate  the  ESA. 

With  the  moratorium,  the  Congress  has  left  landowners  and  spe- 
cies in  limbo  relative  to  allowable  activities  should  the  species  be 
listed.  At  present,  we  can  neither  work  to  prevent  the  listing  nor 
provide  information  about  what  would  be  required  if  we  cannot 
prevent  the  listing. 

Third,  and  finally,  an  example  of  our  success  in  overcoming  past 
problems  is  an  expanding  role  of  the  states  and  tribes.  In  July  of 
1994,  we  published  a  very  comprehensive  policy  that  outlined  how 
states  and  tribes  would  be  involved  with  all  steps  and  phases  of  the 
Endangered  Species  Act  implementation. 

In  1996,  we  asked  for  $27  million  to  assist  with  this  effort.  The 
Congress'  funding  proposal  is  for  $8  million. 

We  have,  and  continue  to  make,  improvements  if  you  will  let 
us — and  can  continue  to  make  improvements  if  you  will  let  us,  Mr. 
Chairman.  If  not,  the  legacy  of  the  104th  Congress  may  be  the  de- 
struction of  one  of  our  nation's  most  important  and  precious  envi- 
ronmental laws  and  the  impoverishment  of  our  natural  heritage. 

Thank  you,  Mr.  Chairman. 

[Statement  of  Ms.  Beattie  may  be  found  at  end  of  hearing.] 

The  Chairman.  I  thank  you,  Madam  Secretary.  The  next  witness 
is  the  Honorable  Sherri  Goodman,  Deputy  Under  Secretary  of  De- 
fense for  Environmental  Security,  U.S.  Department  of  Defense. 

Ms.  Goodman. 

STATEMENT  OF  SHERRI  W.  GOODMAN,  DEPUTY  UNDER  SEC- 
RETARY OF  DEFENSE  FOR  ENVIRONMENTAL  SECURITY,  U.S. 
DEPARTMENT  OF  DEFENSE 

Ms.  Goodman.  Thank  you,  Mr.  Chairman  and  members  of  the 
Committee.  I  would  ask  that  my  testimony  be  submitted  in  the 
record  in  full.  I  will  summarize  it  for  you. 

I  am  pleased  to  be  here  today.  As  you  may  know,  the  Depart- 
ment of  Defense  is  steward  for  over  25  million  acres  of  land  in  the 
United  States.  This  land  is  necessary  to  support  the  testing  of 
weapon  systems  and  the  training  of  people  so  that  our  armed  forces 
are  equipped  and  ready  to  face  any  military  challenge. 

To  have  the  ability  to  deploy  and  fight  successfully  anjrwhere  in 
the  world,  our  armed  forces  must  train  in  a  wide  variety  of  climatic 
and  terrain  conditions.  Accordingly,  training  areas  are  located 
throughout  the  United  States  in  grasslands,  in  deserts,  coastal 
areas,  forests  and  tundra. 

Our  training  lands  are  rich  in  natural  resources  and  are  often  in 
pristine  condition  because  they  have  been  spared  commercial  and 
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other  types  of  development.  In  some  instances,  these  areas  are  the 
last  remaining  strongholds  of  species  that  have  suffered  from  habi- 
tat destruction  and  other  degradation. 

Over  400  species  that  are  considered  threatened  or  endangered 
can  be  found  on  lands  managed  by  the  Department  of  Defense. 
Today,  I  would  like  briefly  to  describe  how  the  Department  man- 
ages and  maintains  its  testing  and  training  lands  to  support  the 
military  mission,  our  primary  purpose,  while  at  the  same  time  pro- 
tecting endangered  species  found  on  these  lands. 

Our  military  activities  are  planned  to  ensure  the  highest  possible 
degree  of  safety.  For  example,  buffer  or  safety  zones  are  established 
around  artillery  or  aerial  bombing  impact  areas. 

These  buffer  zones,  in  which  no  activities  are  usually  permitted, 
also  benefit  wildlife  and  particularly  endangered  and  threatened 
species.  For  example,  the  protected  red-cockaded  woodpecker 
thrives  in  the  buffer  zones  of  Eglin  Air  Force  Base,  Florida,  and  of 
many  other  military  installations  in  the  southeastern  United 
States. 

Each  year,  we  put  a  considerable  amount  of  effort  into  monitor- 
ing the  migratory  patterns  and  nesting  habits  of  birds,  including 
those  which  are  listed  as  threatened  and  endangered.  Why? 

This  information  is  invaluable  to  our  military  planners,  since  it 
assists  them  in  selecting  low  level  flight  training  routes  with  re- 
duced potential  for  bird  strikes  and  the  resultant  loss  of  air  crews 
and  aircraft.  One  of  the  first  things  our  military  planners  did  when 
they  went  to  plan  for  Desert  Storm  in  Southwest  Asia  was  to  un- 
derstand the  migratory  patterns  of  birds. 

This  behavioral  information  also  assists  in  selecting  ground 
maintenance  procedures  around  runways  which  discourage  the 
nesting  of  birds  in  inappropriate  locations.  For  example — and,  as 
you  will  recall,  Mr.  Chairman — the  Air  Force's  Bird  Aircraft  Strike 
Hazard  Program  is  aimed  at  minimizing  collisions  between  military 
aircraft  and  birds.  This  information  is  vital. 

In  September  1995,  an  AWACS  aircraft  departing  Elmendorf  Air 
Force  Base  in  Alaska  struck  a  flock  of  Canada  geese.  The  aircraft 
crashed  and  all  24  crew  members  were  killed. 

As  a  result  of  this  accident,  the  Air  Force  has  improved  its  prep- 
arations for  the  bird  migration  season  and  developed  a  more  ag- 
gressive program  to  detect  and  deter  geese  from  runways  around 
our  military  installation.  This  program  has  also  had  the  effect  of 
reducing  adverse  effects  on  bird  populations. 

Also,  in  the  interest  of  safety,  the  Department  conducts  con- 
trolled burns.  These  burns  destroy  unwanted  underbrush,  recycle 
nutrients  and  promote  healthy,  natural  habitats.  These  can  be  vital 
to  the  survival  of  some  threatened  and  endangered  species. 

The  Department  must  manage  land  in  a  manner  that  can  sup- 
port sustained  training  activity.  This  is  an  important  consideration 
for  the  Army,  whose  training  needs,  especially  for  heavy  armor  are 
particularly  hard  on  the  natural  terrain. 

However,  if  training  and  associated  land  maintenance  are  not 
carefully  planned  and  managed,  the  land  would  soon  deteriorate, 
becoming  incapable  of  providing  realistic  training.  So,  our  second 
goal,  in  addition  to  safety,  is  providing  realistic  training  for  our 
troops. 
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The  Army,  recognizing  this  requirement,  has  implemented  a  land 
management  program  called  Integrated  Training  Area  Manage- 
ment or  ITAM  at  some  60  of  our  Army  installations.  ITAM  bal- 
ances the  needs  of  training  with  the  ability  of  the  soils  and  vegeta- 
tion to  recover. 

Many  actions  taken  to  ensure  a  realistic  training  environment 
also  benefit  vegetation  and  wildlife. 

In  recent  years,  the  Department  has  been  taking  new  manage- 
ment approaches  that  increase  the  flexibility  to  use  land  inhabited 
by  threatened  or  endangered  species.  One  approach  to  manage  nat- 
ural resources  is  to  treat  them  as  part  of  an  ecosystem. 

Land  management  plans  and  species  recovery  plans  are  devel- 
oped based  on  a  full  understanding  of  resources  and  habitat 
throughout  the  region.  The  plans  balance  the  responsibility  for  sup- 
porting protected  species  among  all  major  Federal  landowners. 

In  addition,  the  plans  ensure  future  development  does  not  inter- 
fere with  mission  capabilities  and  is  compatible  with  measures  to 
support  and  protect  endangered  or  threatened  species.  This  ap- 
proach to  land  management  is  being  used  in  the  Mojave  Desert 
where  five  extremely  important  training,  testing  and  logistics  in- 
stallations are  located.  The  Mojave  Desert  is  where  our  troops 
trained  for  Desert  Storm. 

DOD  is  working  closely  with  other  Federal  agencies,  including 
the  Department  of  Interior  and  with  the  State  of  California,  to  de- 
velop a  data  base  that  will  ultimately  support  the  development  of 
a  desert-wide  management  plan.  In  some  instances,  DOD,  in  order 
to  increase  its  operational  flexibility — and  this  is  our  third  con- 
servation goal — has  taken  action  to  help  a  species  thrive. 

These  actions,  while  modest  in  cost,  have  been  extremely  effec- 
tive. For  example,  efforts  by  the  Marines  to  increase  the  number 
of  mating  pairs  of  the  endangered  Least  Bell's  vireo  at  Camp 
Pendelton  in  California  have  been  so  successful  that  the  Fish  and 
Wildlife  Service  has  determined  that  the  establishment  of  a  critical 
habitat  area  there  is  no  longer  necessary.  In  addition,  the  Marines 
now  have  greater  flexibility  in  their  use  of  these  sensitive  lands, 
such  as  riverbeds,  since  the  Service  has  determined  that,  given  the 
size  of  this  vireo  population,  a  few  inadvertent  takings  would  be  ac- 
ceptable. 

There  is  a  similar  success  story  at  Fort  Irwin,  home  of  the 
Army's  National  Training  Center  in  the  Mojave  and  of  the  desert 
tortoise.  This  tortoise  is  extremely  vulnerable  to  predators  in  its  in- 
fancy. 

Accordingly,  the  Army,  at  modest  cost,  is  raising  tortoises  in  a 
protected  area  until  their  shells  are  hard  enough  to  provide  protec- 
tion against  predators.  Each  year,  the  Army  releases  more  mature 
tortoises  than  are  killed  by  its  training  activities,  thereby  providing 
a  net  benefit  to  this  endangered  species  at  minimal  cost. 

The  Chairman.  Ms.  Goodman,  how  much  more  do  you  have? 

Ms.  Goodman.  I  have  just  a  very  little  bit  more,  Mr.  Chairman. 

The  Chairman.  OK. 

Ms.  Goodman.  The  Department  makes  investments  each  year 
that  ensure  that  the  military  mission  can  be  performed  with  lim- 
ited or  no  impact  on  threatened  or  endangered  species.  In  some  in- 
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stances,  there  have  been  actual  benefits  to  the  Department  for  pro- 
tecting endangered  species. 

Recently,  the  Navy  installed  propeller  guards  on  its  tugs  at  the 
Naval  Submarine  Base,  Kings  Bay,  Georgia,  to  protect  the  mana- 
tee. The  Navy  soon  discovered  that  these  guards  are  effective  not 
only  in  protecting  the  manatee,  but  the  guards  also  increased  the 
operating  efficiency  of  the  tugs. 

In  summary,  the  Department  has  been  able  to  meet  the  provi- 
sions of  the  Endangered  Species  Act,  while  at  the  same  time  con- 
ducting necessary  training  and  testing  to  ensure  that  we  are  able 
to  meet  any  military  challenge.  We've  been  able  to  effectively  meet 
our  stewardship  responsibilities  to  protect  these  endangered  spe- 
cies without  adversely  Eiffecting  the  military  mission. 

It  has  not  hurt  our  military  readiness.  Our  challenge  is  to  con- 
tinue to  protect  threatened  and  endangered  species  on  military  in- 
stallations while  we  conduct  increasingly  realistic  military  training 
and  maintain  our  military  readiness. 

DOD  has  risen  to  this  challenge  by  managing  its  25  million  acres 
of  land  through  a  comprehensive  integrated  stewardship  program 
that  ensures  our  activities  do  no  harm  to  threatened  or  endangered 
species.  The  proof  of  our  success  can  be  seen  not  only  by  the  thriv- 
ing populations  on  military  installations  but  also  by  the  high  state 
of  the  readiness  of  today's  military  forces. 

Thank  you,  Mr.  Chairman. 

[Statement  of  Ms.  Goodman  may  be  found  at  end  of  hearing.] 

The  Chairman.  Thank  you,  Ms.  Goodman.  The  next  witness  is 
Major  General  Stanley  G.  Genega,  Director  of  Civil  Works,  U.S. 
Corps  of  Engineers,  Department  of  the  Army. 

Major. 

STATEMENT  OF  MAJOR  GENERAL  STANLEY  G.  GENEGA, 
DIRECTOR  OF  CIVIL  WORKS,  U.S.  ARMY  CORPS  OF  ENGINEERS 

Maj.Gen.  Genega.  Thank  you,  Mr.  Chairman.  It's  a  pleasure  to 
be  here  and  have  the  opportunity  today  to  describe  for  you  the  ex- 
penditures and  activities  of  the  U.S.  Army  Corps  of  Engineers  to 
conserve  the  endangered  and  threatened  species  in  connection  with 
our  Civil  Works  activities. 

The  Corps  began  to  track  its  national  expenditures  for  imple- 
menting the  Endangered  Species  Act  in  response  to  the  1988 
amendments  to  the  Act.  I  will  summarize  our  responsibilities,  ex- 
penditures to  date  and  then  provide  an  example  that  demonstrates 
our  commitment  to  the  effective  implementation  of  the  Act. 

The  Army,  through  the  Corps  Civil  Works  Program,  has  planned, 
developed  and  currently  maintains  some  12,000  miles  of  water- 
ways, has  constructed  8,500  miles  of  flood  control  levees  and  383 
reservoirs  £ind  has  constructed  and  operates  75  hydroelectric  power 
facilities.  The  Corps  has  stewardship  responsibilities  for  nearly  12 
million  acres  of  land  and  water  at  over  460  projects  nationwide. 

The  annual  Corps  response  to  the  Department  of  the  Interior  has 
been  standardized  to  include  expenditures  in  the  following  cat- 
egories: all  costs  related  to  consultation  under  Section  7  of  the  Act; 
all  costs  for  Corps  involvement  in  recovery  teams  and  recovery 
plans;  all  costs  associated  with  incidental  take  provisions  issued 
with  the  Act's  biological  opinions;  all  costs  incurred  for  studies,  re- 


11 

search,  observers  and  monitoring  required  by  the  Act;  and,  finally, 
all  costs  for  mitigation. 

In  the  first  year  of  detailed  accounting,  Fiscal  Year  1989,  the 
Corps  expended  slightly  more  than  $4  million  for  activities  related 
to  the  Act.  Since  then,  the  Corps  can  demonstrate  a  continuing  and 
increasing  level  of  expenditure  to  ensure  compliance. 

My  detailed  statement  has  great  detail  on  all  of  those  expendi- 
tures. 

To  summarize,  in  Fiscal  1990  and  1991,  our  expenditures  were 
in  the  range  of  $7  million  to  $8  million.  From  1992  to  1994,  the 
expenditures  were  in  the  range  of  $30  million  to  $50  million. 

And,  in  Fiscal  1995,  the  Corps  spent  approximately  $95  million 
implementing  the  Endangered  Species  Act.  We  estimate  in  Fiscal 
Years  1996  and  1997  expenditures  of  $120  million  and  $145  mil- 
lion, respectively. 

Since  Fiscal  Year  1992,  approximately  75  percent  of  the  annual 
expenditures  for  compliance  with  the  Act  have  been  for  salmon  re- 
covery efforts  in  the  northwest.  The  remaining  25  percent  is  across 
all  the  other  activities. 

I  would  now  like  to  highlight  a  Corps  activity,  the  maintenance 
of  the  Federal  coastal  navigation  system  in  the  southeastern  Unit- 
ed States,  that  demonstrates  our  commitment  to  effective  imple- 
mentation of  the  Act.  A  1990  study  by  the  National  Academy  of 
Sciences  estimated  that  our  hopper  dredges  were  killing  as  many 
as  500  loggerhead  sea  turtles  and  up  to  50  Kemp's  ridley  sea  tur- 
tles annually. 

The  Corps  South  Atlantic  Division  restricted  hopper  dredging  in 
those  navigation  channels  to  the  period  of  December  through 
March.  We  began  an  intensive  research  effort  to  develop  new  tech- 
nologies to  protect  sea  turtles  and  to  determine  the  seasonal  dis- 
tribution of  sea  turtles. 

Through  our  research  efforts,  we  have  developed  a  hopper  dredge 
draghead  designed  to  deflect  the  sea  turtles  while  not  affecting  the 
dredging  production  rates.  Our  damage  to  turtles  has  reduced  dra- 
matically to  single  figures  in  a  given  season. 

Another  endangered  species,  the  right  whale,  was  found  to  be  at 
potential  risk  during  that  window  which  was  designed  to  protect 
the  sea  turtles.  The  offshore  areas  of  northern  Florida  and  south- 
ern Georgia  are  the  only  known  calving  areas  for  the  right  whale 
in  the  entire  north  Atlantic. 

To  protect  these  whales,  we  conduct  observation  flights  over  the 
waters.  And,  when  right  whales  are  sighted,  dredge  operators  are 
instructed  to  slow  down.  Not  a  single  right  whale  has  been  imper- 
iled in  well  over  1,000  trips  to  the  deposition  areas  for  the  dredge 
materials. 

In  conclusion,  Mr.  Chairman,  the  Corps  has  been  making  diligent 
efforts,  utilizing  state-of-the-art  equipment  and  technologies,  to  ef- 
ficiently and  effectively  understand,  protect  and  restore  endangered 
species  and  the  communities  and  ecosystems  to  which  they  belong. 

That  concludes  my  statement,  sir.  I  would  be  happy  to  answer 
your  questions. 

[Statement  of  Major  General  Genega  may  be  found  at  end  of 
hearing.] 
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The  Chairman.  Thank  you,  Major  General.  Excuse  me.  I  saw  the 
first  word  "Major,"  Major  General. 

The  next  witness  is  Holland  Schmitten,  Director  of  the  National 
Marine  Fisheries  Service,  U.S.  Department  of  Commerce. 

RoUie. 

STATEMENT  OF  HOLLAND  A.  SCHMITTEN,  DIRECTOR,  NA- 
TIONAL MARINE  FISHERIES  SERVICE,  NATIONAL  OCEANIC 
AND  ATMOSPHERIC  ADMINISTRATION,  U.S.  DEPARTMENT 
OF  COMMERCE 

Mr.  Schmitten.  Good  morning,  Mr.  Chairman,  and  members  of 
the  Resource  Committee.  I  very  much  appreciate  this  opportunity 
to  review  the  implementation  and  administration  of  the  Endan- 
gered Species  Act  by  my  agency,  with  a  particular  focus  on  the  cost 
to  administer  the  Act  and  our  efforts  to  prevent  species  from  being 
listed.  I've  submitted  my  written  testimony,  and  I  will  just  summa- 
rize some  of  the  key  aspects  from  that  testimony. 

The  Endangered  Species  Act  is  one  of  the  main  reasons  that  I 
came  to  Washington,  D.C.  Not  only  do  I  support  the  Act,  but  I  sup- 
port the  necessary  changes  to  the  Act  that  will  make  it  more  effi- 
cient. 

I  believe  as  strongly  today  as  when  I  left  the  other  Washington 
that  Americans  value  their  environment.  In  particular,  they  want 
clean  air  and  water  and  places  relatively  untouched  by  humans. 
And,  certainly,  they  value  the  wild  species  that  reside  there.  A  lot 
of  Americans  and  American  businesses  equate  a  healthy  environ- 
ment with  a  healthy  lifestyle  with  a  healthy  economy. 

Poll  after  poll  continue  to  show  that  not  only  do  Americans  desire 
a  healthy  environment  and  associated  wild  species  but  are  willing 
to  pay  for  that  privilege.  There  are  many  legislative  tools  that  pro- 
vide the  American  public  with  a  clean  environment,  but  only  one 
primary  tool  that  gives  protection  to  wild  species.  And  that  is  the 
Endangered  Species  Act. 

It  has  been  often  described  as  the  single  most  significant  law  to 
protect  species  in  the  world.  However,  like  much  other  legislation 
more  than  20  years  old,  the  Act  is  long  overdue  for  changes  that 
not  only  will  help  restore  and  preserve  species  but  will  make  it 
more  efficient  too. 

The  most  significant  improvement  to  the  Endangered  Species  Act 
will  be  that  it  becomes  more  proactive  in  protecting  species  before 
they  become  threatened  or  endangered  so  as  to  avoid  listings  rath- 
er than  ambulance  chasing  after  species  whose  very  low  popu- 
lations require  them  to  be  listed  as  threatened  or  endangered 
under  the  ESA.  The  wait  for  listing  not  only  drives  up  costs  but 
more  often  lengthens  the  period  of  recovery. 

Last  March,  the  Department  of  Interior  and  the  Department  of 
Commerce,  jointly,  offered  a  10  point  plan  outlining  administrative 
steps  to  improve  the  management  of  the  Act.  I  think  key  among 
those  steps  are  the  following  three:  one,  allowing  the  public,  espe- 
cially our  states,  a  bigger  role  in  the  process;  second,  providing  cer- 
tainty, at  least  predictability,  to  private  landowners  who  encounter 
endangered  species  on  their  land;  and,  third,  requiring  peer  re- 
viewed science  for  decisionmaking. 
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One  of  the  more  important  proactive  tools  to  avoid  listing  is  the 
Habitat  Conservation  Plan,  the  HCP.  This  is  a  tool  which,  in  con- 
junction with  Fish  and  Wildlife,  we  are  initiating  in  many  parts  of 
the  U.S.  in  partnership  with  the  private  sector  to  protect  species. 

The  HCP  gives  the  private  sector  the  certainty  it  needs  to  make 
business  decisions  for  the  future.  It  also  gives  the  agency  the  assur- 
ance that,  in  a  watershed  or  an  ecosystem  basis,  species  are  pro- 
tected. 

I  view  this  as  a  win/win  approach,  where  previously  gridlock  and 
lawsuits  have  surrounded  our  listed  species.  To  illustrate  the  mag- 
nitude of  our  involvement  with  HCPs,  we  currently  have  29  listed 
species  the  agency  manages.  We  are  involved  in  35  proposed  HCPs, 
representing  nearly  6  million  acres  around  the  United  States. 

Just  a  brief  comment  on  costs  to  maintain  listed  species.  It's  ex- 
tremely difficult  to  put  a  price  on  the  environment  or  wild  species. 
The  Act  does  not  engage  in  establishing  the  value  or  the  worth  of 
threatened  or  endangered  species  but  simply  directs  what  actions 
are  to  be  taken  to  list  and  recover  species.  In  fact,  costs  are  only 
mentioned  in  two  places  in  the  Act.  Both  of  those  are  in  Section 
4,  the  Creation  of  Critical  Habitat  and  in  recovery  plans,  where  we 
are  to  estimate  both  the  time 

The  Chairman.  RoUie,  let  me  interrupt  you.  This  hearing  is  on 
your  cost  and  what  it  is  costing  you  and  where  you  are  spending 
the  money. 

I  don't  need  to  have  the  philosophy  of  this  Administration.  I 
want  to  get  to  the  roots  of  where  the  Secretary  has  been  saying  it 
only  costs  $40  million. 

I  have  already  heard  each  one  of  you  say  it  has  been  costing — 
in  fact,  I've  got  the  record  here.  The  Corps  of  Engineers,  this  last 
year,  $94  million.  The  Department  of  Defense,  $19  million. 

If  I  can  get  down  to  where  you  are,  Rollie,  it's  a  considerable 
amount  of  money.  The  National  Marine  Fisheries  Service,  $21  mil- 
lion. 

So,  let's  talk  about  where  we  are  spending  the  money  and  how 
you  are  spending  the  money  and  if,  in  fact,  you  are  being  short- 
changed. I  don't  want  to  hear  the  philosophies. 

Mr.  SCHMITTEN.  Mr.  Chairman,  my  very  next  sentence  was  going 
to 

The  Chairman.  Well,  I'm  waiting  for  those  sentences. 

Mr.  SCHMITTEN.  1996,  our  cost  was  $21.2  million.  In  1997,  our 
cost  is  $23.5,  of  which  nearly  half  of  that  is  for  northwest  salmon. 

I  would  note  that  in  managing  costs,  it's  important  that  we  take 
the  most  cost-effective  approach  in  utilizing  the  public  dollars  and 
also  that  we — I  think,  as  Mr.  Dooley  commented — that  we  spread 
the  cost  of  recovery  equitably  among  constituents,  so  no  one  sector 
bears  a  disproportionate  burden  of  the  recovery. 

Those  are  just  a  few  examples  of  our  administration  of  the  ESA. 
We  are  constantly  aware  of  costs  associated  with  the  management 
of  the  ESA.  And,  we  continue  to  examine  and  reexamine  how  to  be 
a  more  effective  manager.  Mr.  Chairman,  I  do  appreciate  the  op- 
portunity to  be  here. 

[Statement  of  Mr.  Schmitten  may  be  found  at  end  of  hearing.] 

The  Chairman.  Thank  you,  Rollie.  The  next  witness  is  Jack 
Ward  Thomas,  Chief  of  U.S.  Forest  Service. 
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Jack. 

STATEMENT  OF  JACK  WARD  THOMAS,  CHIEF,  FOREST 
SERVICE,  U.S.  DEPARTMENT  OF  AGRICULTURE 

Mr.  Thomas.  Good  morning,  sir.  I  will  be  as  brief  as  possible  and 
maybe  we  can  publish  the  whole  thing  in  the  record. 

Our  threatened  and  endangered  species  program  exists  to  assure 
protection  and  conservation  of  species  and  the  ecosystems  on  which 
they  depend  while  providing  and  contributing  to  the  sustenance  of 
other  uses,  such  as  forage  for  livestock,  trees  for  wood  products, 
recreation  opportunities,  including  hunting  and  fishing,  wilderness 
and  bountiful  clean  water  for  on-forest  and  downstream  use.  To 
this  end,  consideration  for  threatened,  endangered  and  sensitive 
species  is  interwoven  in  all  of  our  activities. 

We  have  four  major  administrative  operations  in  the  Forest  Serv- 
ice— the  National  Forest  System,  Research,  State  and  Private  For- 
estry and  International  Forestry.  Each  one  of  those  areas  has  re- 
sponsibilities in  implementing  ESA. 

In  order  to  meet  the  diversity  goal  in  the  regulations  pursuant 
to  the  National  Forest  Management  Act,  to  that  end,  we  have  both 
a  threatened  and  endangered  species  program,  pursuant  to  ESA, 
and  a  sensitive  species  program,  pursuant  to  the  National  Forest 
Management  Act.  We  don't  track  these  programs  separately.  We 
track  them  as  a  single  entity  since  many  of  the  protection  and  miti- 
gation measures,  habitat  restoration  and  enhancement  projects  and 
research  and  inventory  work  overlap. 

Some  portion  of  every  program  in  the  Forest  Service  is  related 
to  protecting  species  diversity  while  providing  human  benefits. 
Therefore,  the  costs  reported  today  for  the  threatened,  endangered 
and  sensitive  program  does  not  include  all  expenditures  for  main- 
taining these  species  under  such  programs  as  range,  fire  and  forest 
pest  management. 

In  addition,  because  of  the  integrated  nature  of  our  work,  there 
is  a  budget  line  item  for  ecosystem  planning,  inventory  and  mon- 
itoring, which  also  includes  some  expenditures  that  benefit  threat- 
ened and  endangered  species. 

Our  goal  is  to  implement  and  administer  the  threatened,  endan- 
gered and  sensitive  species  program  in  an  effective  and  efficient 
manner. 

Section  7  consultations  have  been  streamlined  dramatically  coop- 
eratively with  the  Fish  and  Wildlife  Service,  the  National  Marine 
Fisheries  Service,  the  Bureau  of  Land  Management  and  the  EPA. 
Early  involvement  of  these  agencies  in  the  planning  phase  of  devel- 
opment have  led  to  much  shortened  timeframes  for  consultation 
with  significant  savings. 

Nationwide,  in  terms  of  Forest  Service  operations,  I  know  of  no 
backlog  in  consultation,  which  is  a  dramatic  improvement  in  effi- 
ciency over  the  last  18  months. 

In  FY-1995,  $20.5  million  were  expended  to  manage  threatened 
and  endangered  species  out  of  a  total  appropriation  of  $23.6  mil- 
lion, which  included  the  sensitive  species  protection.  An  additional 
$11.5  million  was  spent  to  protect  sensitive  species  which  came 
from  other  programs  as  needed  to  implement  forest  management 
activity. 
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Research  costs  for  threatened,  endangered  and  sensitive  species 
were  $9.6  million.  The  specific  budget  line  item  for  threatened,  en- 
dauigered  and  sensitive  species  comprises  less  than  5  percent  of  the 
Forest  Service  1995  budget. 

However,  all  directly  attributable  costs  of  about  $44.7  million  out 
of  a  total  of  $3.06  billion  are  about  11  percent  of  the  Forest  Service 
budget  total. 

I  would  make  the  point  in  closing  that  about  one-third  of  all  the 
species  currently  listed  occur  on  national  forest  and  grasslands. 
Now,  I  expect  as  human  population  pressure  and  development  in- 
crease, the  Federal  lands  will  become  increasingly  important  to  the 
survival  of  those  species. 

We  are  moving  toward  an  ecosystem  approach  to  management  in 
order  to  better  simultaneously  meet  the  objectives  set  forth  in  the 
laws  that  direct  our  action.  And,  I  would  point  out  that  if  you  look 
at  the  confluence  of  all  of  those  laws,  we  will  probably  be  in  ap- 
proximately the  same  place  as  we  would  with  or  without  the  En- 
dangered Species  Act. 

We  hope  by  maintaining  and  restoring  ecosystems  that  the  pro- 
ductivity of  the  land  will  not  be  impaired  and  those  systems  upon 
which  plant  and  animals  and  human  beings  depend  will  remain 
functional.  This  is  where  the  multiple  benefits  come  from  over 
time. 

Without  those  natural  functioning  systems,  those  benefits  are  at 
extreme  risk.  I  feel  that  investments  made  today  provide  long-term 
benefits  and  will  cost  less  in  the  long  run. 

And,  I  would  be  happy  to  answer  your  questions.  ^ 

[Statement  of  Mr.  Thomas  may  be  found  at  end  of  hearing.] 

The  Chairman.  Thank  you,  Jack.  The  next  witness  is  Jack  Rob- 
ertson, Deputy  Administrator,  Bonneville  Power  Administration,  U. 
S.  Department  of  Energy.  -- 

STATEMENT  OF  JACK  ROBERTSON,  DEPUTY  CHIEF  EXECU- 
TIVE OFFICER,  BONNEVILLE  POWER  ADMINISTRATION,  U.S. 
DEPARTMENT  OF  ENERGY 

Mr.  Robertson.  Thank  you,  Mr.  Chairman.  In  the  interest  of 
time,  I  am  going  to  try  to  boil  down  my  testimony  and  ask  that  the 
whole  testimony  be  submitted  for  the  record. 

Again,  my  name  is  Jack  Robertson,  Deputy  CEO  of  Bonneville. 
Bonneville  was  created  to  market  power  from  the  Federal  hydro- 
electric resources  in  the  Columbia  River  Basin.  Bonneville's  oper- 
ations are  completely  funded  by  revenues  and  sale  of  energy  and 
transmission  services. 

Under  the  1974  Federal  Columbia  River  Transmission  System 
Act,  Bonneville  deposits  revenues  from  energy  and  transmission 
sales  into  the  Bonneville  Fund  at  the  U.S.  Treasury  and  is  respon- 
sible for  repaying  the  Federal  investment  in  the  northwest  hydro 
system  with  these  revenues. 

Bonneville  does  not  receive  annual  Federal  appropriations.  The 
Federal  investment,  which  Bonneville  is  responsible  for  repaying, 
does  include  investments  made  by  other  Federal  agencies  such  as 
the  Corps,  the  Bureau,  the  U.S.  Fish  and  Wildlife  Service  in  hydro- 
electric facilities  including  measures  designed  to  mitigate  for  Fed- 
eral hydroelectric  development  damage  to  fishery  resources. 
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In  1980,  the  Northwest  Electric  Power  and  Planning  Conserva- 
tion Act  was  signed  into  law.  That  law,  as  well  as  other  statutory 
directives,  requires  that  Bonneville  provide  mitigation  to  fish  and 
wildlife  resources  damaged  as  a  result  of  Federal  hydroelectric  de- 
velopment within  the  Columbia  Basin. 

The  Act  also  establishes  the  Northwest  Power  Planning  Council, 
two  representatives  for  the  governors  of  each  of  the  four  northwest 
states — Oregon,  Washington,  Idaho  and  Montana.  The  Council  is 
entrusted  with  the  responsibility  of  developing  a  fish  and  wildlife 
program  that  protects  and  enhances  fish  and  wildlife  in  the  Colum- 
bia Basin. 

The  Region's  13  tribes  believe  the  program  helps  fulfill  U.S.  trea- 
ty and  trust  responsibilities.  Bonneville  is  required  to  act  consist- 
ent with  the  program  developed  by  the  Council. 

The  Council  has  adopted  a  series  of  fish  and  wildlife  programs, 
the  most  recent  of  which  was  adopted  in  December  1994.  Con- 
sequently, Bonneville  has  fish  and  wildlife  mitigation  responsibil- 
ities that  extend  beyond  those  required  under  the  Endangered  Spe- 
cies Act. 

Prior  to  1990,  the  Council  program  included  significant  measures 
designed  to  improve  the  health  of  salmon  as  well  as  other  fish  and 
wildlife.  Despite  these  actions,  particular  salmon  stocks  continued 
to  decline. 

In  1990,  the  first  petition  for  listing  of  a  Columbia  Basin  salmon 
stock  was  received  by  the  National  Marine  Fisheries  Service.  By 
1993,  NMFS  had  decided  to  list  three  Columbia  salmon  stocks  as 
threatened  or  endangered — Snake  River  sockeye.  Snake  River 
spring/summer  chinook  and  Snake  River  fall  chinook. 

In  addition,  in  1994,  the  U.S.  Fish  and  Wildlife  Service  listed  the 
Kootenai  River  white  sturgeon  as  an  endangered  species.  During 
the  petition  process  and  following  the  listing  decisions,  the  Council 
developed  new  fish  and  wildlife  programs  that  incorporated  addi- 
tional measures  for  salmon  and  sturgeon  recovery. 

Starting  in  1993,  NMFS  issued  the  first  of  several  biological 
opinions  identifying  measures  that  are  necessary  to  avoid  threats 
to  the  continued  existence  of  the  species.  There  is  significant  over- 
lap in  the  measures  called  for  in  the  NMFS  biological  opinions  and 
the  Council  program. 

Since  1991,  Bonneville's  fish  and  wildlife  expenditures — getting 
to  your  point,  Mr.  Chairman — have  increased  dramatically.  These 
increases,  along  with  dramatically  decreasing  prices  from  alter- 
native electric  power  suppliers  in  1994  and  1995,  led  Bonneville 
customers  to  consider  buying  electric  power  from  entities  other 
than  Bonneville. 

In  order  to  help  assure  a  healthy  Bonneville  and  a  recovery  of 
dwindling  salmon  runs  in  the  northwest,  Administration  officials 
developed  a  plan  for  identifying  the  actions  necessary  for  the  fish- 
ers while  limiting  the  exposure  of  BPA  ratepayers  to  increasing 
fish  and  wildlife  costs.  Those  discussions  resulted  in  an  October 
1995  letter  from  the  Office  of  Management  and  Budget  Director, 
Alice  Rivlin,  to  Senator  Mark  Hatfield  that  established  expected 
BPA  funding  levels  for  all  its  fish  and  wildlife  mitigation  respon- 
sibilities and  fallback  mechanisms  should  the  court  orders  lead  to 
additional  costs  for  Bonneville. 
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Under  the  agreement,  Bonneville  will,  over  the  next  six  years, 
provide  an  average  of  approximately  $250  million  per  year  in  direct 
expenditures  and  will  incur  an  average  of  approximately  $183  mil- 
lion annually  in  power  costs  and  foregone  revenues.  These  annual 
power  costs  and  foregone  revenues  could  range  from  approximately 
$90  million  to  $280  million,  depending  on  weather  and  water  condi- 
tions and  the  prices  of  alternative  electric  power  supplies. 

The  Administration  believes  that  with  these  funds,  one,  adequate 
measures  will  be  taken  to  protect  ESA-listed  salmon  and  sturgeon 
stocks  in  the  Columbia  Basin;  two,  the  hydroelectric  operations 
prescribed  in  the  NMFS  and  U.S.  Fish  and  Wildlife  opinions  will 
be  met;  and,  three,  the  implementation  of  the  Council  plan  will 
proceed  unimpeded;  and,  four,  Bonneville  will  be  able  to  continue 
to  repay  the  Treasury,  which  was  about  $1  billion  last  year  alone, 
for  Federal  appropriations  provided  to  other  Federal  agencies  for 
fishery  activities  that  mitigate  damage  caused  by  Federal  hydro- 
electric facilities. 

BPA's  submittal  to  you  of  March  14th  identifies  estimated  costs 
incurred  by  BPA  that  are  required  by  ESA.  In  addition,  in  an  at- 
tachment, it  identifies  the  total  expenditures  Bonneville  is  making 
for  fish  and  wildlife  activities  under  its  statutory  obligations. 

These  total  costs,  estimated  to  average  $435  million  over  the  six 
years.  Fiscal  Year  1996  through  Fiscal  Year  2001,  are  based  on  the 
Rivlin  to  Hatfield  letter  mentioned  earlier  and  are  consistent  with 
the  estimates  provided  to  you  by  the  power  Council.  There  are  es- 
sentially three  types  of  fish  and  wildlife  mitigation  actions  that  cre- 
ate costs  for  Bonneville. 

These  are,  one,  operational  changes  to  the  hydro  system  designed 
to  increase  river  velocity  or  improve  dam  passage;  two,  direct  ex- 
penditures by  Bonneville  for  measures  such  as  fish  hatcheries;  and, 
three,  expenditures  made  by  other  Federal  agencies  for  which  Bon- 
neville has  the  responsibility  to  repay. 

It's  important  to  note  that  in  the  absence  of  ESA,  Mr.  Chairman, 
many  of  the  costs  identified  by  Bonneville  as  required  by  ESA 
might  still  be  undertaken  as  a  result  of  Bonneville's  obligations, 
under  the  Northwest  Power  Act  or  other  statutes. 

So,  in  conclusion,  I  would  just  say  that  Bonneville  recognizes 
there  are  other  variables  involved  in  mitigation  recovery,  such  as 
harvest,  habitat  and  hatcheries.  Others,  such  as  fishermen,  are 
paying  in  terms  of  reduced  catches. 

However,  Bonneville  believes  the  costs  of  fish  and  wildlife  mitiga- 
tion for  the  Federal  hydroelectric  system  are  appropriately  borne 
by  the  beneficiaries  of  that  system. 

The  Administration  is  proud  to  have  reached  an  agreement 
which  should  provide  adequate  funding  to  mitigate  for  damage 
done  by  Federal  hydroelectric  facilities  to  the  Columbia  River  fish 
and  wildlife  resource,  including  threatened  and  endangered  species 
within  the  system,  while  also  limiting  the  exposure  for  northwest 
ratepayers. 

And,  with  that,  Mr.  Chairman,  I  conclude  my  testimony. 

[Statement  of  Mr.  Robertson  may  be  found  at  end  of  hearing.] 

The  Chairman.  Thank  you,  Mr.  Robertson.  I  am  going  right 
down  the  line. 
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Ms.  Beattie,  what  is  your — what's  the  President's  request  for  en- 
dangered species  money  for  Fish  and  Wildlife  this  year? 

Ms.  Beattie.  Mr.  Chairman,  I  believe  it's  $83  million. 

The  Chairman.  Eighty-three  million.  What  is  the  request  from 
the  Defense  Department? 

Ms.  Goodman.  Mr.  Chairman,  the  Department  of  Defense  does 
not  make  a  specific  request  for  work  to  protect  endangered  and 
threatened  species. 

The  Chairman.  But,  you  spent  $21  million  last  year  or  a  little 
over 

Ms.  GrOODMAN.  In  Fiscal  Year  1995,  we  estimate  we  invested  ap- 
proximately $19,5  million  to  protect  threatened  and  endangered 
species.  That  is 

The  Chairman.  What  is  your  estimate 

Ms.  GtoODMAN.  That  is  less  than  .1- 


The  Chairman.  I  am  asking  what  is  your  estimate  for  this  year? 

Ms.  GrOODMAN.  I  don't  yet  have  an  estimate. 

The  Chairman.  Well,  you  spent  $19  million  last  year.  Are  you 
going  to  spend  more  this  year  or  less? 

Ms.  Goodman.  I  would  think  it  would  be  approximately  the 
same,  if  not  a  little  bit  less. 

The  Chairman.  We  will  put  down  $21  million.  OK.  Major  Gen- 
eral? 

Maj.Gen,  Genega.  Sir,  we  expect  about  $120  million. 

The  Chairman.  One  hundred  twenty  million  dollars.  Rollie? 

Mr.  Schmitten.  Twenty-three  point  five  million. 

The  Chairman.  Twenty- three  point  five  million.  Jack? 

Mr.  Thomas.  It's  $22  milHon,  Mr.  Chairman,  directly.  But,  as  I 
pointed  out  earlier,  it  will  probably,  by  the  time  we  add  research 
and  dther  items  in,  the  direct  line  item  for  it  is  about  $22.  It's 
down^  bit. 

But,  in  total,  I  would  suspect  about  $40. 

The  Chairman.  Forty.  And,  Jack? 

Mr.  Robertson.  Mr.  Chairman,  as  you  know,  it's  difficult  to  pull 
the  ESA  costs  out  of  our  overall  $435  million  program  that  includes 
costs  associated  with  the  Northwest  Power  Planning  Act  as  well. 
But,  when  we  estimated  this  for  the  Committee,  we  thought  it 
would  be,  as  best  we  could  determine,  about  $265  million  in  fiscal 
year  1996. 

The  Chairman.  Two  hundred  sixty-five  million. 

Mr.  DeFazio.  Mr.  Chairman,  before  you  add  it  up,  could  you 
yield,  because  I  think  there  will  be  a  problem  with  the  math?  I 
think  this  is  an  important  point.  And,  I'm  not  trying  to  be  mis- 
chievous here. 

The  Chairman.  Pardon? 

Mr.  DeFazio.  Could  you  yield  for  a  moment,  because  I  think 
that 

The  Chairman.  Ms.  Beattie  has — she  didn't  bring  in  the  BLM, 
the  Bureau  of  Reclamations  to  that.  You  have  that,  too,  don't  you? 

Ms.  Beattie.  Mr.  Chairman,  forgive  me.  I  gave  you  a  Fish  and 
Wildlife  Service  number  and  you  were  asking  a  departmental  ques- 
tion. 

The  Chairman.  Departmental  number,  because  this  is  what  the 
Secretary  keeps  referring  to  as  $40  million  a  year. 
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Ms.  Beattie.  Great.  If  you  can  just  hang  on  for  one  minute,  we 
will  make  an  addition  here. 

The  Chairman.  OK.  Peter. 

Mr.  DeFazio.  Thank  you,  Mr.  Chairman.  Mr.  Chairman,  I  would 
just  like  to  point  out — and  perhaps  the  panel  could  clarify  here — 
the  Corps  is  reporting  a  number,  but  in  their  own  testimony  they 
say  that  73  percent  of  the  number  that  is  related  to  northwest 
salmon  is  being  reimbursed  by  BPA  users  who  are  reporting  a 
number  at  the  far  end  of  the  table. 

So,  part  of  the  number  being  reported  by  the  Corps  is  being  paid 
by  BPA  power  users.  And,  I  don't  know  how  many  of  the  other 
numbers  across  there  might  also — what  other  agencies  might  re- 
ceive some  reimbursement  from  BPA. 

So,  I  want  to  make  sure  we  don't  get  any  double  counting  here, 
because  we  are  paying  our  share  in  the  northwest. 

The  Chairman.  Yes.  I  am  hoping  that  will  be  clarified.  I  don't 
think  there  will  be  double  counting  in  there. 

The  two  of  you  can  talk  to  that.  Is  there  double  counting  there? 

Maj.Gen.  Genega.  Sir,  I  will  have  to  check  those  exact  numbers. 
I  believe  I  may  show  a  portion  of  my  dollars — a  portion  are  di- 
rected  

The  Chairman.  OK.  I  want  the  exact  figures,  because  again  I 
want  to  stress  the  purpose  of  this  hearing  is  the  outright  lies  of  the 
Secretary  saying  we  are  only  spending  $40  million  a  year  on  the 
Endangered  Species  Act. 

And,  if  I  total  this  up,  it's  about  $645  million  this  year.  And,  the 
estimates,  if  I'm  not  mistaken,  at  the  end  of  three  years  it  will  be — 
excuse  me,  by  1997,  it  will  be  $3,622  billion. 

And,  I  want  to  stress  this,  that  this  is  the  type  of  information 
that  we  are  trying  to  achieve  from  each  agency,  what  this  Act  is 
actually  costing.  We  are  not  arguing  whether  it's  beneficial  or  not. 
We  are  not  arguing  whether  it's  the  right  thing  to  do  or  not. 

WTiat  we  are  arguing  is  we  do  not  like,  and  I  do  not  like,  as 
Chairman  of  this  Committee,  to  have  an  Administration  of  this  cal- 
iber lying  to  the  general  public.  And,  he's  lying,  lying,  lying. 

And,  he  will  be  here  next  week.  And,  he  will  be  under  oath.  And, 
he  better  have  the  answers 

I'm  not  finished  yet. 

Ms.  Beattie.  Mr.  Chairman,  can  I  give  you 

The  Chairman.  Yes,  go  ahead,  ma'am. 

Ms.  Beattie.  May  I  give  you  the 

The  Chairman.  Yes. 

Ms.  Beattie.  [continuing] — departmental  number? 

The  Chairman.  Yes. 

Ms.  Beattie.  Roughly  $199  million. 

The  Chairman.  One  ninety-nine  million? 

Ms.  Beattie.  Right.  And,  I'm  also  advised — I  was  not  present — 
that  the  $40  million  or  $45  million  number  is  a  number  for  recov- 
ery, that  the  discussion  was  about  the  recovery  budget. 

The  Chairman.  Well,  all  I  know  is  just  what  he  is  accusing  the 
Congress.  He  says  it's  only  costing  16  cents  per  voter.  This  is  the 
type  of  information  he's  putting  out. 
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Now,  Rollie,  before  I  jumped  on  you  awhile  ago,  the  thing  that 
got  me  is  what  you  were  saying  is  what  is  in  our  bill.  I'm  not  argu- 
ing about  our  bill. 

Peer  review,  rewarding,  identification,  all  of  this  is  in  our  bill. 
How  many  of  you  read  our  bill,  by  the  way? 

Have  you  read  it,  Rollie?  You  read  it? 

Mr.  SCHMITTEN.  Yes. 

The  Chairman.  Have  any  of  you  critiqued  the  bill  and  offered 
back  to  the  Comm.ittee  what  you  think  should  be  improved  upon 
it?  Or,  have  you  been  told  not  to  do  it?  Or,  have  you  been  asked 
to  do  it? 

Well,  I'm  asking  you  to  do  it.  And,  let's  start  with  you,  Mollie. 

What's  wrong  with  our  bill? 

Ms.  Beattie.  I'm  sorry,  sir.  You  are  talking  about 

The  Chairman.  What's  wrong  with  our  bill,  because  you  mention 
in  your  testimony 

Ms.  Beattie.  [continuing]— H.R.  2275? 

The  Chairman.  Yes. 

Ms.  Beattie.  We  believe  it — do  you  mean,  what's  wrong  with  it 
in  terms  of 

The  Chairman.  Well,  what's  wrong  with  it?  In  fact,  it  has  more 
funding  in  that  bill  for  ESA  than  presently  exists  today. 

Ms.  Beattie.  It's  our  understanding,  Mr.  Chairman,  that  that  is 
an  authorization,  not  any  kind  of  an  appropriation. 

The  Chairman.  Well,  that's  the  whole  ESA  Act  itself.  We  can't 
do  anything. 

This  is  what's  in  the  Act  itself.  It's  authorization  under  the  origi- 
nal Act.  And,  we  appropriate  money  under  the  appropriations  proc- 
ess. 

But,  under  the — our  bill,  we  actually  authorize  a  higher  number 
of  dollars  to  be  spent  on  what  we  all  think  is  very,  very  important. 
What  I  am  asking  you,  and  what  the  Secretary  is  going  to  be 
asked,  no  one  has  ever  told  me  what's  wrong  with  our  bill. 

Ms.  Beattie.  Well,  we 

The  Chairman.  All  I've  ever  heard  is  it's  a  terrible  bill,  because 
Don  Young  and  Richard  Pombo  wrote  it. 

Ms.  Beattie.  Well,  certainly 

The  Chairman.  That's  all  I  hear  from  the  Sierra  Club.  That's  all 
I  hear  from  Friends  of  the  Earth.  That's  all  I  hear  from  all  the  rest 
of  them. 

But,  no  one  has  ever  said  what's  wrong  with  the  bill.  In  fact,  I 
talked  to  the  Secretary  at  the  beginning  of  this  session  and  I  said, 
"Bring  down  some  suggestions  on  how  we  can  improve  this  Act, 
where  people  hate  the  administrations  right  now  and,"  not  this  Ad- 
ministration, every  administration,  "how  it  has  been  implemented." 

I've  never  got  that. 

Ms.  Beattie.  I  think  we  would  be  happy  to  provide  you  with 
some  of  our  substantive  criticisms.  Many  of  them  have  to  do  with 
the  effect  on  the  scientific  base  of  the  Act. 

The  Chairman.  Again,  I'm  just  saying  this  has  been  used  as  a 
political  ploy  when  there  is  a  definite  need  for  improvement  upon 
that  Act.  I  heard  Jack  Ward  Thomas  say  that.  I  heard  Rollie  say 
it.  In  fact,  I've  heard  every  one  of  these  agencies  say  it. 
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Even  Ms.  Goodman  here,  in  fact,  talks  about  the  Defense  Depart- 
ment. Has  any  of  the  other  agencies  ever  told  you  you  couldn't  do 
something  at  the  Defense  Department  because  of  the  Endangered 
Species  Act? 

Ms.  Beattie.  Have  any  of  the  other 

The  Chairman.  No,  no.  I'm  talking  about  Ms.  Goodman  now. 

Ms.  Beattie.  Oh,  I'm  sorry. 

Ms.  Goodman.  Mr.  Chairman,  the  current  Endangered  Species 
Act  does  provide  for  a  national  security  exemption.  The  Depart- 
ment of  Defense  has  never  sought  such  an  exemption. 

The  Chairman.  So,  you  don't  have  to  list  anybody  if  you  don't 
want  to?  But,  you  have  been — ^you've  been 

Ms.  Goodman.  We  could  seek  an  exemption  under  the  Act,  but 
we  have  never  seen  the  need  to  do  so. 

The  Chairman.  OK.  Now,  secondly,  who  participates  in  endan- 
gered species  cataloguing  of  those  species  on  military  bases? 

Ms.  Goodman.  Each  of  our  military  installations  participates. 
They  have 

The  Chairman.  I  mean,  anybody,  any  other  agencies  or  is  it  just 
you?  Is  it  in-house? 

Ms.  Goodman.  We  work  very  closely  with  the  Fish  and  Wildlife 
Service  at  all  of  our  military  installations  that  have  threatened 
and/or  endangered  species. 

The  Chairman.  All  right.  I'm  out  of  time.  And,  Richard  Pombo, 
would  you  take  the  Chair,  please? 

And,  you  can  continue  this  questioning. 

Mr.  POMBO.  I  recognize  the  Ranking  Member,  Mr.  Miller. 

Mr.  Miller.  Thank  you,  Mr.  Chairman.  I  guess  this  hearing  is 
about  the  allegations  of  the  Chair,  whether  or  not  the  Secretary  of 
the  Interior  is  a  liar  or  not. 

And,  those  are  obviously  very  serious  charges.  And,  I  don't  think 
that  the  testimony  to  date  supports  those  charges. 

But,  let's  just — let  me  ask  a  couple  of  questions  here.  In  the  fig- 
ures— apparently  this  is  all  going  to  depend  upon  these  figures  that 
are  developed  or  have  been  developed. 

Mr.  DeFazio  just  raised  the  question  about  the  figure  reported  by 
the  Corps,  what  amount  of  that  is  reimbursed  by  BPA  with  respect 
to  the  Columbia  River  operations  system,  what  amount  is  reim- 
bursed by  BPA.  The  Northwest  Power  Act  requires  you  to  reim- 
burse up  to  what  amount? 

Mr.  Robertson.  Which  is,  on  average.  We  reimburse  the  hydro 
power  cost  associated  with  dams  about  78  percent.  Mr.  DeFazio's 
point  is  a  good  one. 

We  do  add  reimbursable  costs  into  our  cumulative 

Mr.  Miller.  And,  those  costs  are  driven  by  the  Northwest  Power 
Act? 

Mr.  Robertson.  That's  correct. 

Mr.  Miller.  When  you  apply — and  let  me  ask  you  both,  the 
Corps  and — because  I  don't  know  whether  it  applies  both  to  the 
Corps  and  BPA.  When  you  apply  costs  to  maintenance  of  species 
or  recovery  programs,  all  the  regimes  that  you  operate  under  there, 
you  apply  a  cost  of  power  revenues  foregone  and  the  purchase  of 
substitute  power;  is  that  correct? 

Mr.  Robertson.  Yes. 

I.  I 
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Mr.  Miller.  Do  you  do  that  when  you  reduce  flows  for  irrigation 
and/or  navigation? 

Mr.  Robertson.  No. 

Mr.  Miller.  I  see.  So,  the  critters  get  charged,  but  those  who  use 
the  river  system  and  those  who  require  you — the  laws  that  have 
been  written  for  you  to  withhold  water  for  navigation  or  withhold 
water  for  irrigation  so  you  can  do  time  of  release  do  not  get 
charged? 

Mr.  Robertson.  Under  the  Acts,  including  the  Northwest  Power 
Act,  we  have  a  responsibility  to  determine  the  crediting  mechanism 
for  fish  and  wildlife,  to  include,  for  example,  purchased  power  that 
we  get  from  California,  for  example,  in  order  to  mitigate  for  those 
flows.  So,  we  are  trying  to  comport  with  the  laws  of 

Mr.  Miller.  No.  That's  what  the  law  requires  you  to  do. 

Mr.  Robertson.  That's  correct. 

Mr.  Miller.  But,  the  allegation  that  is  made  that,  you  know, 
somehow  the  Secretary  is  a  liar  here  might  be  suggestive  that 
maybe  Congress  is  cooking  the  books,  because  we  have  skewered 
the  accounting  system  against  that.  And,  I  would  assume  that  if  I 
went  down  to  the  Central  Valley  Project  I  might  find  the  same 
thing, 

I  don't  know  whether  that's  true  or  not.  I  think  they  are  here 
later  or  something. 

I  don't  know  when  you  put  on  the  books,  the  Colorado  River  sys- 
tem puts  on  the  books,  releases  for  environment  if  those  are  costs 
or  releases — where  they  hold  for  irrigation  late  in  the  year,  wheth- 
er that's  a  cost  or  not.  I  don't  know. 

But,  I  think  when  we  make  allegations  about  somebody's  lying, 
we  ought  to  know  how  the  figures  are,  in  fact,  arrived  at,  whether 
we  are — I  think  in  one  of  the  memo's  we've  been  given  the  back- 
ground for  this  hearing,  in  fact,  the  moneys  from  BPA  to  the  Corps 
have  been  double  counted.  I  don't  say  you've  done  that,  but  I  think 
in  putting  these  figures  together.  These  are  very  serious  charges. 

And,  in  fact,  I  think  the  other  thing  that  would  be  helpful  for  us 
to  know — and  maybe  you  can  help  for  the  hearing  next  week — and 
that  is  to  what  extent  are  these  costs  driven  by  other  statutes. 
Some  of  these  costs  are  driven  by  statutes  creating  the  refuge  sys- 
tem, creating  obligations  within  the  refuge  system. 

They  are  driven  by  the  Central  Valley  Project  Improvement  Act. 
We  have  obligated  that  project  now  to  do  certain  things  outside  of 
ESA  or  in  accordance  with  or  compliance  with  state  obligations 
that  are  there  and  state  sense  of  responsibility  is  there. 

What,  if  any,  of  these  costs  are  driven  by  state  acts,  proposals 
or  projects,  where  you  are  responding  to  state  highway  systems  or 
to  state  tidal  land  decisions? 

I  mean,  I  think  this  is  important,  because  the  notion  that  you  are 
going  to  lay  all  of  this  off  on  ESA  and  if  there  is  not  a  dollar  for 
dollar  accounting  that  somehow  the  Secretary  is  a  liar,  I  think 
completely — it's  my  impression  that  this  would  completely 
mischaracterize  how  this  law  is  administered  in  conjunction  with 
a  whole  other  set  of  bodies  of  laws  that  have  grown  up  in  the  for- 
estry industry,  in  the  Bureau  of  Reclamation  and  in  the  Power 
Acts,  in  the  Refuge  Acts.  You  know,  I  think  that  we've  got  to  take 
a  look  at  that. 
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The  biggest  figure — since  I  came  to  the  hearing — that  has  been 
on  the  table  is  the  BPA,  the  $265  million.  What  would  you  be 
spending,  you  know,  just  under  the  Northwest  Power  Act? 

Mr.  Robertson.  As  I  indicated  in  my  testimony,  Mr.  Miller, 
there  is  a  significant  amount  of  costs  associated  with  the  North- 
west Power  Act  and  the  Planning  Council's  Fish  and  Wildlife  Pro- 
gram that  is  designed  by  the  four  northwest  governors. 

Mr.  Miller.  Right. 

Mr.  Robertson.  But,  we  did  our  best,  because  it's  an  integrated 
hydro  system  and  if  you  pull  a  piece  apart 

Mr.  Miller.  Well,  that's 

Mr.  Robertson.  We  did  the  best  we  could  to  kind  of  figure  out 
from  this  which  were  ESA-dominated  costs  versus  costs  associated 
with  the  Northwest  Power  Act  and  the 

Mr.  Miller.  But,  pardon  me.  I  am  running  out  of  time,  and  I 
don't  mean  to  characterize  you. 

But,  I  mean,  I  think  that's  the  point.  These  are  integrated  sys- 
tems. The  CVP,  the  Colorado  River  system,  the  refuge  system  of 
this  nation,  the  shorelines  of  this  nation,  the  tidal  lands,  these  are 
all  integrated  systems. 

In  some  cases,  they  run  across  states.  And,  the  fact  of  the  matter 
is  that  they  are  integrated. 

And,  the  fact  is  in  many  of  these  instances  the  Congress  has 
come  in  with  independent  actions — I  assume  they  are  representing 
the  constituents  of  their  states  and  their  districts — and  directed 
these  entities,  these  various  power  authorities  and  others,  to  take 
better  care  of  the  environment  and  have  given  you  the  costs  and, 
in  some  cases,  given  you  the  money  to  do  that.  The  Northwest 
Power  Act  and  the  Planning  Councils  came  long  after  ESA. 

Am  I  right,  Peter?  Isn't  that  correct?  Because  there  was  concern 
in  the  northwest  about  the  loss  of  these  species. 

The  Central  Valley  Improvement  Act  came  long  after  the  initi- 
ation of  either  the  Central  Valley  or  ESA,  but  we  directed  costs  and 
we  directed  expenditures.  And,  so  I  think  it's  a  little  disingenuous 
to  suggest  that  all  environmental  costs  end  up  on  the  back  of  ESA 
or  even  the  administration  of  ESA  ends  up  on  the  back  of  ESA,  be- 
cause you  are  directed  to  do  things  that  are  in  conformity  with  or 
in  spite  of  ESA  under  these  various  authorities. 

Thank  you,  Mr.  Chairman. 

Mr.  POMBO.  Mr.  Hansen. 

Mr.  Hansen.  Thank  you,  Mr.  Chairman.  In  regard  to  the  validity 
of  some  of  the  things  that  the  Secretary  has  said,  let  me  point  out, 
if  I  may,  respectfully,  and  that  is  Mr.  Hefley  passed  a  bill  called 
H.R.  260  some  time  about  national  parks,  which  most  of  the  people 
from  the  Department  agreed  on  in  the  103rd  session  of  Congress. 

Now,  I  have  a  list  of  everyplace  the  Secretary  has  been  going.  In 
fact,  I  happen  to  have  every  statement  that  he  has  made. 

And,  he  talks  about  the  closing  of  national  parks  all  on  through 
his  statement.  And,  I  would  sure  like  to  see  somewhere  in  H.R.  260 
that  it  closes  one  national  park. 

In  fact,  on  Page  13,  it  specifically  states  it  closes  no  national 
parks,  only  the  same  way  it  has  been  done.  And,  if  anybody  wants 
that  list  of  the  Secretary  standing  up  and  whipping  up  the  crowd 
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to  a  frenzy  about  these  crazies,  they  are  closing  national  parks,  I 
would  be  happy  to  do  it. 

And,  I  am  looking  forward  to  having  the  Secretary  come  in,  be- 
cause I  intend  to  go  through  that  list  point  by  point,  park  by  park. 
And,  let  me  unequivocally  state  there  is  no  park  closing  bill,  re- 
gardless of  what  Secretary  Babbitt  or  President  Clinton  has  said. 

Now,  call  that  what  you  want,  but  somewhere  along  the  line,  I 
have  a  very  hard  time  saying  that  is  truth  of  the  first  way. 

Ms.  Beattie,  if  I  may  ask  you  a  question,  a  lot  of  people  around 
here  have  talked  for  a  long  time  and  we've  spent  a  lot  of  time  in 
this  Committee  trying  to  modify  the  Endangered  Species  Act.  For 
some  reason,  some  people  get  the  impression  that  if  a  bill  is  passed 
around  here  that  it  has  come  from  the  hands  of  Moses  and  it  can- 
not be  changed,  one  comma. 

I  personally  feel  that  Mr.  Pombo  and  Chairman  Young  have  done 
a  very  good  job.  And,  the  Committee  has  worked  very  diligently  on 
this. 

I  haven't  seen  from  your  group  anything  saying  where  you  agree 
or  disagree  with  the  bill  that  has  now  passed  this  Committee  re- 
garding the  Endangered  Species  Act.  Is  there  such  an  animal? 

Have  you  given  us  some  suggestions  on  it?  And,  who  did  you  give 
it  to? 

Ms.  Beattie.  Mr.  Chairman,  I  believe  that  we — and,  Congress- 
man, I  believe  that  we  did  provide  testimony,  a  hearing  at  which 
I  was  not  present,  but  Assistant  Secretary  George  Frampton  spoke 
to  the  bill  and,  I  believe,  provided  a  fairly  detailed  critique. 

Mr.  Chairman,  may  I  also  read — maybe  I  can  clear  up  a  little 
confusion  on  this  $40  million  number  and  perhaps  go  back  to  the 
question.  I've  got  a  letter  from  Assistant  Secretary  Frampton  to 
Chairman  Young,  dated  April  1st. 

He  says,  "For  Fiscal  Year  1995,  Service  appropriations  to  carry 
out  programs  for  the  recovery  of  listed  species  were  $39.7  million." 
That  may  be  misleading,  because  recovery  under  the  Endangered 
Species  Act  has  a  capital  "R."  It  is  actually  a  sub-line  item.  It  has 
a  formal  meaning. 

This  paragraph  may  look  like  we  simply  mean  the  recovery  of  en- 
dangered species  is  the  whole  program.  But,  $39.7  million  was  the 
recovery — essentially  the  line  item.  That's  not  quite  technically 
true,  but  the  line  item. 

One  other  paragraph.  In  the  same  letter,  the  Secretary  says, 
"Based  on  the  published  Federal  and  state  endangered  species  ex- 
penditure reports,  for  Fiscal  Years  1989  to  1993,  which  identify  ex- 
penditures that  are  reasonably  identifiable  for  the  conservation  of 
threatened  and  endangered  species  by  Federal  and  state  agencies, 
about  $861,800,000  was  expended  during  the  five  year  period." 

So,  I  think  the  distinction  here  is  between  a  total  number  and 
a  $40  million  number  quoted  as  one  sub  item  of  the  endangered 
species  budget.  And,  that  may  have  led  to  the  confusion. 

That  letter  is  April  1.  And,  I  believe  all  members  have  it. 

Mr.  Hansen.  How  many — let  me  ask  you  this  question. 

Mr.  Pombo.  Not  taking  from  your  time,  Mr.  Hansen,  I  would  like 
to  request  that  he  be  given  the  additional  time.  The  quote  that  I 
believe  the  Chairman  referred  to  that  came  from  the  Secretary  was 
that — and  this  is  from  the  Secretary,  "Never  mind  that  this  Act  is 
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working,  having  saved  99  percent  of  all  listed  species.  Never  mind 
that  it  effectively  protects  hundreds  of  plants  and  animals  from 
grizzly  bears  to  whooping  cranes  to  greenback  cutthroat  trout. 
Never  mind  that  it's  doing  so  well,  costing  each  American  16  cents 
per  year." 

That  was  the  quote  that  came  from  the  Secretary.  And,  I  have 
read  Mr.  Frampton's  letter,  but  I  believe  that  the  letter  is  different 
than  what  the  Secretary  said. 

So — and  I  will  yield  back  to  Mr.  Hansen. 

Mr.  Hansen.  Thank  you.  Let  me  just  state  that  regarding  the  in- 
formation that  Mr.  Frampton  has,  I  haven't  seen  it  as  one  of  the 
senior  members  of  this  Committee. 

And,  I  really  think  this  Committee  worked  very  diligently.  I  don't 
think  one  of  us  came  up  with  anything  we  really  wanted. 

This  was  a  composite  of  what  we  felt  should  be  changed.  Every 
law,  you  work  with  it  awhile  and  you  see  that  it  has  some  nec- 
essary changes. 

And,  I  think  this  is  what  happened  in  this  Act.  I  am  a  little  dis- 
appointed in  the  Administration  for  not  coming  up  with  something 
to  say,  "Look,  we  disagree." 

I've  had  call  after  call  in  to  Mr.  Babbitt  and  Mr.  Kennedy.  And, 
Mr.  Kennedy  has  returned  most  of  my  calls,  as  Jack  Ward  Thomas 
does.  And,  we  can  sit  down  and  resolve  things. 

But,  I  kind  of — when  I  get  this  stonewalling  bit,  it  kind  of  irri- 
tates me  a  little  bit.  I  would  kind  of  like  to  know  why  it's  so  dog- 
gone hard  to  do  an  HCP. 

In  the  state  that  I  represent,  down  in  southern  Utah,  we  have 
the  desert  tortoise.  And,  that  little  county  of  Washington  County 
put  millions  of  dollars  in  it. 

They  came  back  here,  spent  hours  and  hours  with  George 
Frampton.  I  went  down  with  them  twice.  And,  it  took  us  years  to 
get  it  done  at  a  cost  that  would,  in  effect,  break  most  of  our  little 
counties  and  cities  in  America. 

Why  is  it  so  very  difficult?  And,  we  really  didn't  change  it  much 
from  the  first  to  the  last. 

I  mean,  where  is  all  this  red  tape  coming  from?  ' 

Ms.  Beattie.  Congressman,  it's  difficult,  because  it's  new.  When 
we  first  came  to  this  job  and  the  idea  of  actually  using  HCPs,  we 
had,  I  think,  about  20  in  place.  We  now  have  150  in  place  and  200 
applications  in  our  in-box. 

And,  so  we  are  getting  good  at  it.  Any  time  you  take  time  to  in- 
volve all  parties  to  be  very  careful  about — to  provide  long-term 
plans  that  provide  certainty,  it's  going,  in  the  short  run,  to  cost 
more  and  save  money  in  the  long  run. 

We  just,  as  of  yesterday,  finished  essentially  an  HCP  in  southern 
California.  It  was  approved  by  the  County  Board  of  Supervisors  in 
Orange  County  by  a  5/0  vote  yesterday. 

And,  here  is  a  letter  from  a  development  company  in  southern 
California.  The  Irvin  Company  has  been  a  participant,  because  it 
seemed  to  hold  a  promise  of  a  better  way  to  achieve  meaningful  en- 
vironmental protection  in  concert  with  continued  economic  prosper- 
ity. 

An  HCP  offers  several  advantages.  Comprehensive  planning  of 
multiple  species  and  habitats  before  they  are  in  crisis;  in  other 
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words,  preventative  medicine.  Coordinating  overlapping,  Federal, 
state  and  local  regulatory  processes. 

Now,  that  kind  of  thing  is  important  to  do.  And,  it  doesn't  come 
cheap.  It  takes  time.  Voluntary  local  consensus  building  and  great- 
er certainty  for  the  environment  and  the  economy. 

Mr.  Hansen.  The  problem  with  your  HCPs  is  when  you  finally 
get  one  resolved,  you  move  into  a  lot  of  private  ground.  And,  the 
few  I  have  watched,  that's  what  it  was  a  result  of. 

And,  in  Washington  County  in  the  State  of  Utah,  they  have 
agreed  to  buy  a  lot  of  private  ground.  If  I  take  that  and  extrapolate 
that  out  over  the  number  of  areas  where  HCPs  are  pending,  you 
don't  have  enough  money  in  the  budget. 

You  don't  have  enough  money  in  your  budget  to  take  care  of 
what  you  have  agreed  to  do  on  the  private  ground  in  the  State  of 
Utah.  How  do — this  is  kind  of  nonsense. 

What's  going  on? 

Ms.  Beattie.  Congressman,  I  can  tell  you  that  we  are  making 
them  work  and  that  it's  an  eminently  sensible  approach  to  say, 
"Look,  this  habitat  here,  let's  keep  the  economy  going  on  this  habi- 
tat here  and  let's  save  this  habitat  over  here."  It — and  you  are 
going  to 

Mr.  Hansen.  Ms.  Beattie,  what  I'm  saying  is  an  HCP  is  sitting 
there  and  finally  we  agree  on  this  is  private  ground  where  we  hap- 
pen to  have  an  endangered  species  and  this  is  public  ground.  And, 
we  finally  start  drawing  lines  and  saying  this  will  be  here. 

But,  we  can't  just  say  to  those  people,  "Well,  you've  owned  the 
ground  for  40  years.  Take  off,  guy,  you  don't  deserve  it  anymore." 
We  have  to  pay  them. 

I  mean,  that's  just  basic  law,  so  to  speak,  eminent  domain  in  the 
counties  and  the  cities.  We  do  that  all  the  time. 

Just  in  this  one  instance,  I  don't  think  it  will  be  20  years  before 
those  people  are  paid  off.  And,  what  do  they  do  in  the  interim  pe- 
riod? 

I  mean,  you've  got — ^you  are  talking  millions  and  millions  of  dol- 
lars right  there  in  that  little  county. 

Ms.  Beattie.  Congressman 

Mr.  Hansen.  Now,  I  go  over  to  the  Mojave  area.  You  start  going 
into  the  areas  around  the  Grand  Canyon.  You  go  to  the  areas  in 
the  south. 

I  just  don't  know  where  you  are  going  to  come  up  with  that  kind 
of  money. 

Ms.  Beattie.  Well,  with  your  permission,  I  would  love  to  provide 
you  with  some  of  the  funding  mechanisms  that  we  have  used  to 
make  these  HCPs  work  around  the  country.  And,  many  of  them  are 
very  creative.  And,  we  have  many  successes. 

Mr.  Hansen.  Well,  I  guess  my  time  is  up.  But,  I  would  like  to 
send  you  some  questions.  And,  I  would  really  appreciate  it  if  you 
would  respond  to  them. 

Ms.  Beattie.  I  would  be  more  than  happy  to. 

Mr.  Hansen.  Every  time  I  send  a  question  to  Mr.  Babbitt,  I  don't 
get  a  response  lately.  But,  I  would  like  to  have  some  of  you  folks 
respond.  And,  I  would  appreciate  it. 

Thank  you,  Mr.  Chairman. 

Mr.  POMBO.  Thank  you.  Mr.  Kildee. 
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Mr.  KiLDEE.  Thank  you,  Mr.  Chairman.  To  Ms.  Beattie,  could  the 
moratorium,  an  additional  listing  of  endangered  species,  not  only 
lead  to  possible  extinction  of  some  species  but  also  to  a  greater  cost 
to  the  taxpayer  in  saving  certain  species  because  of  the  greater 
endangerment? 

Ms.  Beattie.  Yes,  Congressman.  I  think  the  number  I  have  here 
is  243  species  are  being  held  in  limbo.  These  were  already  proposed 
for  listing  in  addition  to  another  182  candidates  species. 

Of  that  243,  I  believe  the  number  is  about  160  that  we  are  wor- 
ried about  may  get  very  close — are  getting  closer  to  the  brink.  They 
have  significant  threats  facing  them,  significant  ongoing  threats 
facing  them,  from  which  they  are  now  not  being  protected. 

And,  the  basic  theory  of  the  Endangered  Species  Act  expenses  is 
that  the  longer  you  wait  the  more  it  costs.  The  longer  you  wait,  the 
less  certainty  you  can  offer  landowners,  the  less  kind  of  cooperative 
long-term  planning  you  have  time  to  do. 

It's  the  old  theorem  that  the  lack  of  planning  always  costs  more. 
And,  if  we  have  to  wait  until  the  species  has  gone  over  the  edge 
and  try  to  pull  it  back  on,  it  takes  more  effort,  more  money  and, 
I  would  say,  more  chaos. 

Mr.  KiLDEE.  What  was  the — I  wonder  just  what  the  purpose  of 
the  moratorium  was.  Was  it  to  save  dollars  or  was  it  some  problem 
with  the  concept  of  biological  diversity? 

Ms.  Beattie.  I  can't  speak  to  that.  Congressman. 

Mr.  KiLDEE.  I  probably  should  ask  the  person  who  put  the  mora- 
torium on.  But,  it  would  seem  to  me  that  it  wasn't  the  question  of 
trying  to  balance  the  budget,  as  was  in  the  Contract  With  America, 
trying  to  balance  the  budget. 

But,  it  would  seem  to  me  that  when  you  put  a  moratorium  on 
something  like  that,  it's  really  a  misconception  or  a  lack  of  agree- 
ment with  the  idea  that  biological  diversity  is  very  important. 

Ms.  Beattie.  That  would  certainly  have  a  negative  effect  on  bio- 
logical diversity.  I  can't  speak  to  whether  that  was  the  intent. 

But,  if  it  were  either  to  reduce  costs  or  improve  certainty,  it  has 
had  the  opposite  effect. 

Mr.  KiLDEE.  Thank  you  very  much. 

Mr.  Miller.  Will  the  gentleman  yield? 

Mr.  KiLDEE.  I  will  be  glad  to  yield  to  the  gentleman. 

Mr.  Miller.  On  that  point,  I  think  already  in  California  we  have 
seen  a  case  where  the  moratorium — where  we  have  small  busi- 
nesses that  are  associated  with  recreational  fishing  and  some  of  the 
commercial  fishing  interests  who  have  sought  the  listing  of  the 
salmon  but  have  been  now  told  by  the  court  that  because  of  the 
moratorium,  while  it  should  be  listed,  they  cannot  list  it.  And,  I 
think  the  point  made  here  by  Ms.  Beattie  is  that  the  longer  we 
wait  the  more  expensive  it  gets. 

These  people  actually  believe — and  I  think  with  some  pretty  good 
intuition  here,  given  the  history  of  these  fisheries — that  they  are 
going  to  lose  their  business  opportunity  and  their  investments  if, 
in  fact,  we  don't  take  steps  now  to  try  to  save  these  fisheries.  But, 
that's  all  being  put  off  under  the  moratorium. 

So,  it's  not  about  saving  money.  It  may  be  saving  some  adminis- 
trative dollars  somewhere  in  the  governmental  organizations,  state 
and  local  governments. 
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But,  it's  costing  private  people  a  lot  of  money,  because  what  they 
can't  either  arrive  at  is  the  certainty  of  knowing  where  they  are 
going  and  getting  on  with  these  actions  so  people  can,  in  fact,  uti- 
lize their  business  opportunities,  their  land  or  otherwise.  And,  so, 
you  know,  it's  having  its  effect. 

It  wasn't  a  free  moratorium.  And,  unfortunately,  in  this  case,  it's 
hitting  a  lot  of  relatively  marginal  and  small  family  businesses  that 
caters  to  tens  of  thousands  of  people  who  enjoy  recreational  fishing 
and  create  that  industry  in  parts  of  the  west  coast. 

I  thank  the  gentleman  for  yielding. 

Mr.  KiLDEE.  Thank  you.  I  yield  back  the  balance  of  my  time,  Mr. 
Chairman. 

Mr.  POMBO.  Mr.  Saxton. 

Mr.  Saxton.  Thank  you,  Mr.  Chairman.  Mr.  Chairman,  from  the 
testimony  today,  I  think  everybody  in  the  room  can  agree  that  the 
Federal  Government  alone  spends  significantly  more  than  $40  mil- 
lion a  year  on  endangered  species  matters. 

And,  so,  at  least  for  right  now,  I  would  like  to  get  past  that  and 
just  say  that  we  spend  a  significant  amount  of  money,  whatever  it 
is.  And,  we  ought  to  be  about  trying  to  figure  out  how  to  spend  that 
in  the  most  efficient  way  that  will  benefit  everybody  who  is  inter- 
ested in  this  issue  and,  in  fact,  the  endangered  species  as  well. 

It  seems  to  me  that  the  reauthorization  ought  to  proceed  with 
that  in  mind  and  that  there  are,  at  least,  two  major  concerns.  One 
was  exemplified  in  the  "Philadelphia  Inquirer"  a  month  or  so  ago. 

And,  there  are  a  group  of  people  who  are  very  concerned  about 
making  changes  to  the  Act  to  take  care  of  these  concerns  that  were 
expressed  in  this  article.  And,  that  is  that — ^the  headline  of  the  ar- 
ticle said  that  more  species  are  disappearing  today  than  at  any 
time  since  the  dinosaur  disappeared. 

That  was  the  headline.  And,  the  article  went  on  to  explain  why 
that  was  happening  and  gave  examples. 

And,  there  is  another  group  of  folks  who  are  equally  concerned 
about  this  Act,  because  they  think  it  doesn't  work  very  well  for 
them  in  their  areas.  And,  there  is  a  legitimacy  to  that,  as  well,  be- 
cause many  people  have  suffered  grave  economic  losses  because  of 
the  way  this  Act  operates. 

Now,  in  listening  to  the  testimony  this  morning,  I  heard,  and 
particularly  Rollie  Schmitten  began  to  talk  about  how  to  change 
the  Act  to  solve  these  kinds  of  problems.  And,  that's  what  I  think 
we  ought  to  be  doing. 

Now,  Ms.  Beattie,  let  me  just  ask  you.  Rollie  mentioned  preven- 
tion. If,  in  fact,  we  were  able  to  prevent  species  from  becoming 
threatened,  much  less  endangered,  it  seems  to  me  that  that  would 
be  a  good  exercise.  It  would  certainly  cost  the  Federal  Government 
less,  I  would  think. 

Do  you  have  in  mind  any  ways  that  we  might  look  at  legislation 
that  might  begin  to  accomplish  that? 

Ms.  Beattie.  Yes,  we  do.  The  10  point  plan  that  we  put  out  last 
year,  just  a  little  over  a  year  ago,  included  mostly  administrative 
changes  that  would  move  us  toward  higher  certainty  at  lower  costs, 
better  conservation,  et  cetera. 

Mr.  Saxton.  Entering  into  agreements  with  landowners  that 

Ms.  Beattie.  Yes. 
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Mr.  Saxton.  [continuing] — they  might  agree  to  voluntarily? 

Ms.  Beattie.  Exactly,  which  is  largely  what  the  Habitat  Con- 
servation Planning  covers.  There  were  also  in  that  10  point  plan 
several  improvements  toward  the  end  that  you  just  mentioned, 
Congressman,  and  other  improvements  which,  again,  we  agree 
need  attention  that  really  require  a  legislative  change. 

And,  I  could  give  you  some  examples.  They  involve  some  sort  of 
technical  explanations  of  the  Act,  which  are 

Mr.  Saxton.  Thank  you. 

Ms.  Beattie.  [continuing] — fairly 

Mr.  Saxton.  Let  me  move  on  to  another  question,  because  my 
five  minutes  will  just  fly  right  by.  I  spent  several  days  last  week 
out  with  Ms.  Cubin  in  her  district,  talking  with  her  constituents 
about  predator  control.  And,  of  course,  you  can't  talk  about  preda- 
tor control  without  talking  about  the  Endangered  Species  Act. 

And,  it  seems  folks  in  Wyoming  don't  like  this  Act  at  all,  as  you 
probably  know,  or  at  least  most  of  them  don't.  And,  one  reason  is 
that  we  have  protected  the  grizzly  bear  to  the  extent  that  many 
ranchers  think  they  are  going  to  be  out  of  business  because  of  pre- 
dation  that  happens  because  of  the  recovered  grizzly  bear. 

And,  yet  it  continues  to  be  an  endangered  and  protected  species. 
It  seems  to  me  that  there  ought  to  be  some  changes  to  the  current 
law  with  regard  to  the  de-listing  process. 

Now,  Mr.  Pombo  has  suggested  some  very  dramatic  changes,  I 
think.  Maybe  they  move  in  the  right  direction.  Maybe  they  move 
too  far. 

But,  it  seems  to  me  that  there  would  be  more  public  support  if 
we  could  do  something  to  streamline  the  de-listing  process. 

Ms.  Beattie.  I  agree  with  you.  In  times.  Congressman,  of  short 
budgets,  the  de-listing  process  sometimes  doesn't  get  as  much  of 
our  attention  as  many  other  emergencies  that  are  facing  us. 

We  have  worked  very  hard  to  turn  that  around  recently  and  to 
work  on  as  many  de-listings  and  what  we  call  up-listings,  going 
from  endangered  to  threatened,  which  has  much  more  flexibility  in 
terms  of  how  you  can  deal  with  those  species. 

Mr.  Saxton.  let  me  just  move  on  to  another  subject  that's  near 
and  dear  to  my  heart.  And,  that  is  peer  review. 

It's  not  required  under  the  current  law,  as  I  understand  it.  Do 
you  believe  that  there  should  be  more  expert  scientific  attention 
paid  to  these  issues  and  would  that  help  the  bill  to  work  better? 

Ms.  Beattie.  I  will  say  that  we  would  welcome  a  legislative 
change  that  reflected  the  fairly  thorough  peer  review  through 
which  we  put  our  decisions  now.  Because  the  law  doesn't  require 
it  doesn't  mean  we  haven't  been  doing  it. 

And,  we  have  been  doing  it  fairly  assiduously  and  fairly  care- 
fully. We  seek  out  all  experts  on  an  issue  and  ask  them  to  look  at 
our  decisions  and  to  make  recommendations  to  us. 

Mr.  Saxton.  Well,  thank  you.  Once  again,  Mr.  Chairman,  I  think 
we  have  established  that  there  is  a  significant  expenditure  on  be- 
half of  endangered  species. 

And,  I  think  that  the  Chairman  should  be  commended  and  you 
should  be  commended  for  helping  to  bring  this  matter  to  light.  And, 
I  would  just  like  to  say  that  the  issues  that  I  just  discussed  with 
Ms.  Beattie  are  issues  that  I  know  you  are  concerned  about  and 
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that  I'm  concerned  about  and  that  Mr.  Gilchrest  is  concerned 
about,  and  I'm  sure  others  are  concerned  about. 

And,  I  think  we  can  find  some  common  ground  here  if  we  work 
together,  as  Mr.  Gilchrest  suggested  in  his  opening  statement. 

Thank  you. 

Ms.  Beattie.  Thank  you,  Congressman. 

Mr.  POMBO.  Mr.  DeFazio. 

Mr.  DeFazio.  Thank  you,  Mr.  Chairman.  I  would  like  to  go  back 
to  the  point  I  raised  when  the  Chairman  was  in  his  initial  interrog- 
atory, which  is  the  double  counting. 

I  mean,  you  all  are  members  of  one  Administration.  And,  I  would 
hope  that  by  next  week,  apparently  when  the  Secretary  is  coming, 
that  the  Administration  could  come  up  with  a  unified  number  that 
doesn't  double  count. 

But,  let's — I  mean,  at  this  point,  now,  Greneral,  have  you  had  an 
opportunity  to  review  that  issue? 

Maj.Gen.  Genega.  Sir,  I  don't  have  the  number.  I  would  like  to 
submit  that  for  the  record. 

[The  information  may  be  found  in  letter  of  April  22,  1996,  at  end 
of  hearing.] 

Maj.Gen.  Genega.  I — my  numbers  do  include  the  reimbursement 
from  BPA.  I'm  certain  of  that. 

I  just  don't  know  the  amount.  But,  I  will  submit  it  for  all  those 
years. 

Mr.  DeFazio.  OK.  And,  Mr.  Robertson,  then  your  numbers  would 
reflect  the  reimbursement  to  the  Corps  of  Engineers? 

Mr.  Robertson.  Our  overall  numbers  do  reflect  our  reimburse- 
ment historically  to  the  Corps  of  Engineers,  that's  correct. 

Mr.  DeFazio.  All  right.  There's  at  least  one  clear  instance  of,  you 
know,  millions  of  dollars  of  double  counting  here. 

And,  I  would  like  to  make  certain  that  we,  as  much  as  possible, 
get  those  things  clarified. 

To  Mr.  Robertson  also,  to  follow  up  on  Representative  Miller's 
question  about  the  other  things  which  are  or  are  not  counted,  my 
understanding  is  the  number  you  have  given  us  here  reflects  power 
foregone  and  power  purchased.  And,  you  are  saying — I  thought  I 
heard  you  say,  but  it  would  seem  to  me  to  contradict,  that  you  have 
somehow  culled  that  down  and  these  numbers  are  attributable 
mostly  to  ESA  as  opposed  to  the  Northwest  Power  Act  require- 
ments? 

Mr.  Robertson.  The  total  amount  of  our  budget  for  fish  and 
wildhfe,  as  I  indicated,  is  $435  million.  And,  of  that  amount,  about 
$183  million,  on  average,  is  for  power  purchases  or  for  foregone 
revenues,  which  is  basically  spill  at  each  of  the  Federal  projects. 

In  the  breakout  that  we  sent  the  Committee,  as  of  March  14th, 
we  do  include  both  power  purchases  and  foregone  revenues  as  one 
of  the  expenses.  They  are  included  as  an  ESA-related  expense. 

And,  they  are  tabulated  because  of  the  calculus  specifically  in 
1996  at  $195  million  together. 

Mr.  DeFazio.  But,  at  another  point  in  your  testimony,  you  said 
that  you  had  tried  to  discern  what  was  attributable  to  the  North- 
west Power  Act  and  what  was  attributable  to  ESA. 

Mr.  Robertson.  Right. 
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Mr.  DeFazio.  Now,  you  are  not  sa5dng  that  all  your  so-called 
foregone  revenues  and  power  purchases  are  attributable  just  to  the 
Endangered  Species  Act? 

Mr.  Robertson.  Well,  the  biological  opinion  that  was  put  to- 
gether by  NMFS  since  1980  has  increased  the  number — the  river 
has  changed  dramatically  as  a  result  of  the  biological  opinion.  And, 
that  has  changed  the  shape  and  course  of  our  power  purchase  re- 
sponsibilities and  our  spill  as  well. 

Now,  coincidental  with  that — so  beginning  in  about  1992,  as  we 
went  through  biological  opinion  review  under  the  ESA,  we  did 
change  flows  and  spill  significantly.  And,  we  tried  to  capture  that 
reality  in  the  numbers. 

There  was,  coincidental  with  that,  changes  associated  with  the 
Council  Plan  under  the  Northwest  Power  Act,  most  recently  in 
1994.  And,  they  also  incorporated  changes  of  spill  and  flow. 

And,  so  the  fundamentals  are  that  since  the  law  requires  that  we 
act  under  both  of  those  Acts,  we  are  significantly  adding  those 
costs.  And,  your  question  is  why  is  it  counted  ESA  versus  under 
the  Northwest  Power  Act. 

Mr.  DeFazio.  Yes. 

Mr.  Robertson.  The  answer  is  that  it's  related  largely  to  biologi- 
cal opinions.  If  the  Northwest  Power  Planning  Council  changes 
their  fish  and  wildlife  program  numbers  discussed,  and  the  ESA 
didn't  exist,  those  numbers  would  drop. 

Mr.  DeFazio.  But,  the  Council  plan,  as  I  understand  the  Council 
plan,  and  I'm  somewhat  a  student  of  this,  I  think  would  engender 
most  of  the  same  costs. 

Mr.  Robertson.  I  think  that's  fair  to  say  under  the  present  plan. 

Mr.  DeFazio.  So,  I  think  that  the  statement  earlier  that  you  had 
culled  down  to  things  that  were  mostly  attributable  to  ESA  is  not 
entirely  supportable  here.  And,  in  fact,  we  would  say  that  even  if 
the  ESA  were  repealed  or  the  Pombo/Young  version  of  ESA  were 
put  into  effect,  you  would  still  have  a  significant  number  of  those 
costs. 

And,  also  in  terms  of 

Mr.  Robertson.  As  long  as  the  Power  Council  didn't  change 

Mr.  DeFazio.  Right.  And,  since  they  are  charged  with  recovery 
and  since  we've  gone  from  salmon  too  numerous  to  count  to  salmon 
that  we  can  individually  name,  I  don't  think  the  Council  is  going 
to  immediately — if  I  could  ask  Ms.  Beattie  just  for  reference,  where 
do  most  of  the  Columbia  River  salmon  go? 

Are  they  north  turning  or  south  turning?  Are  you  aware? 

Ms.  Beattie.  A  trick  question. 

Mr.  DeFazio.  Well,  RoUie,  do  you  want  to  answer  that?  You 
know  that? 

Mr.  SCHMITTEN.  Yes,  Mr.  Chairman.  Most  of  them  are  north 
turning. 

Mr.  DeFazio.  North  turning? 

Mr.  SCHMITTEN.  Yes,  sir. 

Mr.  DeFazio.  Where  do  they  go? 

Mr.  SCHMITTEN.  They  go  both  off  of  the  north  coast  of  Vancouver 
Island,  then  off  the  southeast  portions  of  Alaska,  out  into  the  Ber- 
ing Sea  and  make  a  cyclic  turn  and  ultimately  come  back  at  the 
end  of  four  years. 
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Mr.  DeFazio.  So,  could  we  intimate  that  some  of  those  salmon 
are  perhaps  caught  by  an  Alaska-based  fisherman? 

Mr.  SCHMITTEN.  Yes,  sir. 

Mr.  DeFazio.  OK.  I  wish  the  Chairman  was  here.  We  want  to 
make  sure  that  he's  aware  of  that. 

[Laughter.] 

Mr.  DeFazio.  If  I  could  return  to  Mr.  Robertson  for  a  moment, 
I  believe  also,  when  I  chaired  a  subcommittee  oversight  on  BPA  a 
few  years  ago,  it  took  me — after  three  attempts  I  did  finally  get  a 
number  from  BPA  regarding  foregone  revenues  because  of  irriga- 
tion and  summer  navigation. 

Are  you  familiar  with  that  number?  If  not,  I  can  provide  it. 

Mr.  Robertson.  I  think  it  was  about  $150  million  to  $300  mil- 
lion, depending  on  the  alternative  costs. 

Mr.  DeFazio.  That's  correct.  OK.  Thank  you.  I  would  just  like  to 
point  out  that,  I  mean,  we  have  a  disturbed  river  system.  We  have 
the  dams. 

And,  yes,  if  you  ran  the  dams  only  for  hydro  power  and  excluded 
irrigation  and  excluded  summer  navigation  and  excluded  fish  and 
fish  recovery,  we  could  have  cheaper  power.  But,  I  don't  think  that 
even  my  colleagues  on  the  other  side  of  the  aisle  would  advocate 
that  we  do  away  with  the  irrigation  and  the  navigation  in  order  to 
have  a  pure  market-based  power  rate. 

And,  they  probably  might  not  even  go  so  far  as  to  advocate  we 
shouldn't  run  it  totally  to  the  detriment  of  the  salmon.  But,  maybe 
not. 

Mr.  Robertson.  Just  to  add  to  the  point,  Mr.  DeFazio,  since 
we've  submitted  that  information  to  you  a  couple  of  years  ago, 
those  numbers,  we  think,  have  gone  down  somewhat.  They  are  still 
significant,  obviously,  but  they  are  based  on  marketplace  alter- 
natives for  power.  And,  as  you  know,  those  alternative  market- 
places have  gone  down  almost  by  half  So,  the  number  is  smaller 
but  it's  still  significant,  we  think. 

We  would  be  happy  to  provide  an  updated  number  for  you. 

Mr.  DeFazio.  All  right.  Well,  the  marketplace — of  course,  mar- 
ketplace power  but  also  river  conditions  have  changed.  And,  so  this 
year  I  would  assume  that  your  estimates  of  foregone  revenues  due 
to  spill,  since  my  understanding  is  you  are  in  a  condition  where 
you  are  spilling  more  than,  in  fact,  people  want  to  spill  because  of 
the  high  river  conditions,  that  those  numbers  would  come  down, 
too. 

Mr.  Robertson.  Right  now,  river  conditions  are  134  percent  of 
normal.  It's  a  huge  water  year. 

And,  so  we  are  spilling  uncontrollably  at  this  point.  The  river  is 
only  40  percent  controlled  by  the  dams.  So,  there  are  a  lot  of  con- 
trol questions  and  spill  questions  that  relate  to  natural  runoff 

Mr.  Miller.  Could  we  put  the  fish  power  out  to  bid  and  see  if 
maybe  we  could  get  a  better  deal? 

Mr.  POMBO.  Mr.  Gilchrest. 

Mr.  Gilchrest.  Thank  you.  Just  a  quick,  off  the  record  comment 
to  MoUie.  I  took  my  son  to  Castleton  and  Johnson. 

If  we  took  the  Fish  and  Wildlife  budget  dealing  with  ESA,  I 
would  suppose  that  we — and  you  don't  have  to  tell  us  now,  but  the 
$39  million  for  recovery,  there's  also,  I'm  sure,  Une  items  for  de- 
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listing  for  habitat  conservation  costs,  for  research.  All  those  items 
could  be  specifically  given  to  us. 

Ms.  Beattie.  Absolutely.  Some — de-listing  is,  in  fact,  the  same 
line  item  as  listing,  which  is  why  at  the  moment  we  have  almost 
$2  million  worth  of  de-listings  to  do,  which  we  can't  do  because  the 
entire  listing  crew  has  been  put  in  mothballs  because  of  the  mora- 
torium. So,  the  de-listings  just  sit  there.  We  don't  have  anybody  to 
do  them. 

And,  my  point  is  that  the  de-listing  and  the  listing  are  the  same 
line  item.  But,  yes,  we  can  give  you  all  that  information.  Recovery 
is  a  line  item,  et  cetera. 

Mr.  GiLCHREST.  I  would  like  to  ask  a  rather  generic  question  and 
have  each  of  you  respond  to  it  in  the  time  that's  remaining.  Basi- 
cally, what  would  you  say  are  the  benefits  to  the  areas  that  you 
serve  as  far  as  the  local  people  in  those  regions  are  concerned  and, 
I  guess  to  a  larger  extent,  the  Nation  as  a  whole  as  a  result  of  your 
expenditures  directly  related  to  the  Endangered  Species  Act? 

We  spend  a  lot  of  money,  whether  it's  Fish  and  Wildlife,  the  De- 
partment of  Defense,  Corps  of  Engineers,  NMFS,  National  Forest 
and  so  on.  We  spend  money  as  a  result  of  the  law. 

Can  you  tell  us,  as  a  result  of  your  activities,  what  are  the  direct 
and  indirect  benefits  related  to  those  costs? 

Does  anybody  want  to 

Ms.  Goodman.  The  direct  benefit  is  that  we  in  the  Department 
of  Defense  are  able  to  provide  realistic  training  because  we  main- 
tain the  natural  habitat.  The  indirect  benefits  are  that  we  provide 
safe  operations  in  terms  of  preventing  bird  strikes  against  aircraft, 
and  we  also  provide  flexibility  in  our  training  by  working  coopera- 
tively with  the  Fish  and  Wildlife  Service  to  recover  species  on  one 
part  of  a  military  installation  in  order  to  allow  for  greater  flexibil- 
ity in  training  in  other  parts  of  the  installation. 

The  larger  and  very  important  indirect  benefit  is  that  our  mili- 
tary is  there  to  defend  America.  And,  part  of  defending  America 
means  defending  where  we  live,  where  we  work  and  where  we  play. 

And,  that's  the  natural  habitat.  That  is  part  of  our  military,  part 
of  our  American  heritage. 

So,  we  take  that  as  part  and  parcel  of  what  the  Department  of 
Defense  mission  truly  is. 

Mr.  GiLCHREST.  Thank  you. 

Maj.Gen.  Genega.  Sir,  I  would  say  it  enables  the  Army  Corps  of 
Engineers  to  get  the  job  done,  to  get  our  contribution  to  the  eco- 
nomic security  of  this  country  in  navigation,  hydro  power  and  flood 
control  in  a  fashion  that  preserves  the  environment  and  thus  en- 
sures that  frankly  our  grandchildren  and  great,  great  grand- 
children are  still  going  to  be  able  to  get  those  jobs  done  with  a 
healthy  environment. 

Mr.  GiLCHREST.  Thank  you. 

Mr.  Thomas.  I  could  say  that,  one,  is — again,  as  I  said  to  begin 
with,  I'm  not  sure  this  Act  is  costing  us  anjrthing  that  we  would 
not  be  obligated  to  do  under  other  Acts  that  tell  us  how  we  should 
manage  the  people's  lands.  For  example,  to  quote  from  the  Endan- 
gered Species  Act,  "to  provide  a  means  whereby  the  ecosystems 
upon  which  endangered  species  and  threatened  species  depend  may 
be  conserved." 
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Those  are  the  same  ecosystems  that  people  depend  on  to  provide 
over  the  centuries  a  flow  of  goods  and  services. 

I  would  also  point  out  that,  according  to  the  Multiple  Use  Sus- 
tain Yield  Act,  it  says  that  our  objectives  are  to  be  accomplished 
without  impairment  of  the  productivity  of  the  land,  with  consider- 
ation given  to  relative  values  of  various  resources  and  not  nec- 
essarily the  combination  that  gives  the  greatest  dollar  return  or 
greatest  unit  output. 

So,  basically,  I  think  that  this,  along  with  the  other  Acts  under 
which  we  do,  is  to  preserve  those  ecosystems  of  which  these  are  a 
symbol.  And,  then  why  do  we  do  that?  In  order  to  retain  the  ability 
to  produce  goods  and  services  that  all  the  American  people  require. 

Mr.  GiLCHREST.  Thank  you  very  much. 

Mr.  SCHMITTEN.  Mr.  Gilchrest,  I  think  the  direct  benefit,  from 
our  point  of  view,  is  that  no  species  have  gone  extinct.  Under  our 
management,  the  great  whales,  the  fin  fishes  and  others  will  con- 
tinue in  existence  for  future  generations  to  enjoy. 

I  think  indirectly  it  certainly  reflects  what  I  hear  the  public  say- 
ing in  its  support  for  the  environment  and  species  that  are  there. 
Many  people,  certainly  in  the  northwest,  identify  the  health  of  the 
environment  also  with  the  health  of  the  species. 

And,  bald  eagles  and  salmon  from  the  northwest  are  good  indica- 
tors of  species.  And,  so  I  think  that  we  do  provide  a  good  service. 

Mr.  Gilchrest.  Thank  you.  With  your  indulgence,  Mr.  Chair- 
man, there's  two  more. 

Mr.  Robertson? 

Mr.  Robertson,  Thank  you.  Just  briefly,  I'd  like  to  make  a  point 
about  salmon  as  a  life  long  northwesterner. 

In  the  northwest,  salmon  is  literally  a  religious  issue.  For  exam- 
ple, salmon  is  essential  to  tribal  rights  and  to  the  religion  of  the 
tribes.  In  all  of  the  years  that  I've  been  involved  in  the  fish  issue, 
nobody  in  the  northwest  doesn't  want  to  bring  back  salmon  as 
quickly  and  effectively  as  possible  because  of  jobs,  because  of  reli- 
gious objectives  and  because  salmon  is  part  of  a  way  of  life. 

No  one  wants  to  see  salmon  disappear. 

We  have  done  many,  many  direct  things  with  our  fish  program 
beyond  flows  and  spill  regimes  that  we  talked  about  earlier.  These 
include  predator  control  programs,  law  enforcement  programs, 
hatchery  development  programs,  and  research  programs.  We 
worked  together  with  NMFS  to  save  the  sockeye  of  Red  Fish  Lake 
early  before  it  went  extinct. 

We  have  wildlife  improvement  programs  throughout  the  region 
as  a  result  of  what  we  have  funded.  And,  at  Bonneville  we  are 
proud  to  have  accomplished  these  things. 

I  just  want  to  re-stress  that  the  funding  for  this  comes  from 
northwest  ratepayers,  through  Bonneville.  It  doesn't  come  from 
U.S.  taxpayers. 

We  think  there  are  specific  breakthrough  accomplishments  that 
have  occurred  as  a  result  of  our  actions  that  have  been  excellent 
for  the  future  of  the  ecology  of  the  northwest. 

Mr.  Gilchrest.  Thank  you  very  much.  Ms.  Beattie. 

Ms.  Beattie.  Congressman,  I've  heard  people  mention  benefits 
that  are  not  up  to  me  to  judge,  because  whether  they  are  locally 
valued  or  not  is  not  up  to  me.  But,  benefits  such  as  open  space. 
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I  will  say,  however,  that  economic  activity  that  is  driving  species 
of  plants  and  wildlife  over  the  brink  of  extinction  is  probably,  by 
definition,  unsustainable.  So,  perhaps  the  conservation  of  species 
offers  a  foundation  for  a  sustainable  economy  and  a  sustainable  fu- 
ture for  people. 

Mr.  GiLCHREST.  Thank  you. 

Ms.  Beattie.  And,  finally,  I  would  say  that  it  allows  local  people 
not  to  have  to  look  at  their  kids  some  day  20  years  from  now  and 
say,  "There  used  to  be  something  here  called  a  salmon.  There  used 
to  be  something  here  called  a  grizzly  bear,  but  it  was  too  much 
trouble  and  too  much  money  for  us  to  save." 

Mr.  GiLCHREST.  Thank  you  all  very  much.  Thank  you,  Mr.  Chair- 
man. 

Mr.  POMBO.  Mr.  Dooley. 

Mr.  DoOLEY.  Thank  you,  Mr.  Chairman.  And,  just  in  prefacing 
my  questions,  I  would  say  I  think  it's  unfortunate  that  we  are 
spending  so  much  time  worrying  about  the  accuracies  of  some 
statements  of  either  the  Secretary  or  anyone  else. 

Obviously,  any  member  of  Congress  spends  a  great  deal  of  time 
trying  to  put  the  best  spin  on  a  lot  of  issues  and  messages  that  we 
are  trying  to  send  out  there.  And,  I  think  the  issue  at  hand  here 
is  really  what  are  the  policy  changes  we  need  to  be  considering. 

I  think  that  there  is  no  question  we  are  spending  a  lot  of  money 
within  the  Administration  on  the  implementation  of  ESA.  I  guess 
what  I'm  also  concerned  with,  though,  is  that  there  is  an  associated 
cost  that  is  also  being  incurred  by  other  public  agencies  and  private 
individuals  that  is  directly  related  to  the  implementation. 

I  know  that  the  Administration  was  concerned  about  one  of  the 
aspects  of  the  Pombo/Young  bill  in  terms  of  compensation  to  pri- 
vate property  owners  as  it  would  relate  to  additional  costs  which 
could  not  be  absorbed  by  the  agency.  What  I  would  be  more  inter- 
ested in,  though,  is  that  there's  other  tangible  and  hard  costs  that 
other  agencies,  non-Federal  Government,  are  engaged  in  in  tenuis 
of  additional  consultant  fees  mitigation  fees  that  are  being  re- 
quested. 

Is  there  any  effort  on  the  part  of  Fish  and  Wildlife,  Ms.  Beattie, 
to  try  to  account  for  any  of  these  costs  that  are  associated  with 
ESA  implementation  by  Fish  and  Wildlife? 

Ms.  Beattie.  I'm  sorry.  Congressman.  Are  you  talking  about 
those  incurred  by  people  who  would  not  be  here  today  with  a  total? 

In  other  words 

Mr.  Dooley.  Well,  we  have  some  people  that  are  going  to  be  tes- 
tifying in  the  next  hearing,  someone  with  the  Kern  County  Water 
Agency. 

Ms.  Beattie.  OK. 

Mr.  Dooley.  And,  you  know,  a  case  in  point  would  be  when  they 
are  being  asked  by  Fish  and  Wildlife  for  what  are  ongoing  oper- 
ations and  maintenance  that  there  might  be  the  occurrence  of  an 
endangered  species,  that  they  are  being  asked  by  Fish  and  Wildlife 
to  have  an  offset  of  maybe  a  20  to  one  in  terms  of  acres. 

Does  the  Fish  and  Wildlife  Service  keep  any  type  of  accounting 
on  what  the  request  and  what  has  been  agreed  to  by  other  agen- 
cies, both  public  and  private,  non-Federal,  in  implementation  of  the 
ESA? 
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Ms.  Beattie.  We  keep  an  accounting  for  other  Federal  agencies 
and  down  to  the  state  level  but  not  below.  I  can  tell  you  that  one 
of  our  proposals  in  the  10  point  plan  is  to  involve  all  impacted  par- 
ties in  finding  the  least  cost  means  to  recovery. 

So,  that  is  one  of  our  proposals.  That  may,  in  fact,  give  us  an  op- 
portunity to  keep  a  better  accounting  below  the  state  level. 

But,  that  is  one  of  our  newly  instituted  policies.  And,  it  would 
help  us  to  that  end. 

Mr.  DOOLEY.  And,  I  think  that's  something  that  I  think  we  call 
be  receptive  to,  because  one  of  the  things  I  think  we  are  all  getting 
at  here  is  how  can  we  ensure  that  we  are  going  to  maximize  the 
expenditures,  both  by  the  public  and  the  private  sector,  in  terms 
of  getting  the  greatest  results,  which  goes  also  I  think  to  the  cost 
benefit  as  well  as  some  way  to  quantify  the  benefits. 

Major  General,  I  just  had  another  instance  in  my  district  which 
showed  a  little  bit  of  difficulty  in  maintaining  some  consistency 
within  administrative  agencies  in  terms  where  the  Army  Corps  is 
in  charge  with  managing  the  flood  flows  and  flood  storage  within 
Lake  Isabella  in  Kern  County,  which  we  had  a  problem  earlier  this 
year  because  of  the  habitation  of  a  southwest  willow  fly  catcher 
within  the  basin,  the  lake  basin,  itself  actually  in  willow  trees  that 
were  planted,  as  directed  by  the  Fish  and  Wildlife. 

We  had  a  situation  there  when  the  Army  Corps  filed  their  plan 
for  the  normal  operations  of  the  reservoir,  which  would  be  consist- 
ent with  the  flood  control  obligations,  is  that  it  triggered  basically 
a  consultation  which  ran  the  risk  of  not  allowing  that  reservoir  to 
be  filled  for  the  flood  control.  Obviously,  it  could  impose  jeopardy 
downstream. 

You  know,  you  have  projects  throughout  the  United  States.  How 
often  is  this  a  situation  which  you  are  finding  yourself  in? 

And,  are  you  finding  yourself  in  a  situation  where  you  are  having 
more  difficulty  resolving  these  issues  now  than  you  were  five  years 
ago?  I  mean,  your  budget  obviously  is  showing  you  are  spending  a 
lot  of  money  doing  something  a  lot  more  than  you  did  five  years 
ago. 

Maj.Gen.  Genega.  Well,  sir,  I  think  it's  fair  to  say  that  we  are 
spending  more  energy  on  those  kinds  of  things  today.  But,  I  would 
think  that  that — I  would  say  that  that  is  a  result  of  the  general 
heightening  and  the  awareness  of  the  American  people  to  those 
kinds  of  issues. 

And,  certainly  we  are  spending  more  effort  than  five  years  before 
that  or  five  or  20  before  that.  But,  I  think  we  are  able  to  resolve 
those  problems. 

We  are  able  to  achieve  some  balance,  albeit  a  different  balance 
than  what  we  had  five  years  ago  or  10  years  ago.  But,  we  have 
been  able  to  resolve  them  in  most  cases. 

Mr.  DoOLEY.  I  guess  this  gets  back  to  the  whole  issue,  though, 
in  terms  of  what  I  think  is  critical  in  the  allocation  of  the  costs  of 
providing  for  the  societal  benefit  of  the  protection  of  species.  And, 
how  do  we  ensure  it? 

I  mean,  it's  obviously  general  fund  dollars  when  it's  administra- 
tive costs.  But,  sometimes  we  are  asking  private  property  owners, 
as  well  as  some  entities  which  are  representing  a  very  special  or 
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smaller  constituency,  to  bear  the  primary  financial  burden  in  pro- 
viding for  the  preservation  of  species. 

And,  I  think  that's  what  some  of  us  are  concerned  with  in  terms 
of  reform.  How  do  we  share  this  burden? 

And,  I  guess  that  is  what  brings  me  to  my  final  question  for  you, 
Ms.  Beattie,  is  that  I  have  some  concerns  with  what  was  the  ad- 
ministrative proposal  that  would,  in  fact,  exempt  landowners  of 
less  than  five  acres? 

Once  again,  while  you  can  make  some  arguments  in  terms  of  the 
aggregation  of  a  land  mass  that  could  allow  for  maybe  an  effective 
mitigation,  restoration  or  recovery,  but  at  the  same  time  you  are 
once  again  limiting  the  number  of  people  and  those  property  own- 
ers who  are  going  to  be  making  a  direct  contribution  to  the  recov- 
ery of  a  species.  And,  in  fact,  you  are  then  once  again  allocating 
the  burden  of  recovery  to  an  ever  smaller  group  of  individuals. 

And,  I  guess,  I  just  question  how  is  the  administration — when  on 
the  one  hand  you  believe  that  economics  shouldn't  necessarily  be 
a  factor  yet  you  introduce  a  policy  such  as  limiting  blanket  the  con- 
sideration of  any  landowner  of  less  than  five  acres? 

Ms.  Beattie.  Let  me  start.  Congressman,  with  your  first  point, 
which  was  how  to  share  the  burden.  We  have  a  number  of  propos- 
als, a  number  of  ideas,  we  would  like  to  explore,  which  are  really 
ideas  for  giving  landowners  incentives,  which  is  different  than  com- 
pensation. But,  it's  certainly  very  workable. 

The  instinct  to  take  care  of  wildlife  is  already  usually  in  land- 
owners. If  you  can  give  them  an  incentive  to  go  with  it,  then  that's 
probably  the  least  cost  way  to  do  it. 

We  have  a  number  of  ideas  on  that  one.  On  the — and  I  would  be 
happy  to  come  over  and  tell  you  what  we've  thought  about  with 
that. 

The  question  about  the  five  acre  exemption,  we  felt,  first  of  all, 
compelled  to  go  with  something  like  that,  because  we  discovered  in 
the  law  that — and  this  only  has  to  do  with  threatened  species.  And, 
we  discovered  in  the  law  when  a  species  is  threatened,  there  is  im- 
mediately a  presumption  that  destruction  of  habitat  will  be  a  viola- 
tion. 

That  presumption — and  that  is  not — the  law  does  not  require 
that.  The  presumption  can  be  that  what  you  are  doing  is  OK  unless 
we  tell  you. 

And,  so  we  felt  compelled  to  give  landowners  that  kind  of  a — 
since  the  law  was  not  behind  us  on  that  and  it  had  just  been  as- 
sumed over  the  years,  we  felt  compelled  to  give  some  landowners 
an  exemption.  And,  there  had  to  be  a  breakpoint. 

How  do  you  define,  you  know,  who  does  and  who  doesn't?  So, 
there  had  to  be  a  breakpoint. 

And,  that  seemed  like  a  good  one.  We  looked  at  percentages  of 
ownerships  below  and  above  certain  thresholds. 

In  terms  of  then  putting  the  burden  on  an  ever  fewer  number  of 
landowners,  we  are  then  at  least  talking  about  larger  landowners, 
which  spreads  it  a  little  thinner.  And,  again,  if  we  can  come  back 
to  looking  at  incentives  for  landowners,  maybe  we  can  cure  both 
problems. 

Mr.  PoMBO.  Ms.  Cubin. 
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Ms.  CUBIN.  Thank  you,  Mr.  Chairman.  DeaUng  with  this  Endan- 
gered Species  Act,  as  well  as  the  Young/Pombo  version  of  the  En- 
dangered Species  Act,  reminds  me  of  four  blind  people  who  were 
asked  to  identify  an  elephant.  And,  two  of  them  are  on  the  front 
of  the  elephant  and  two  of  them  are  on  the  back  and  everybody  is 
telling  the  truth  as  they  see  it  but  certainly  not  getting  the  same 
result. 

And,  I  think  that  goes  a  long  way  in  explaining  why  there  are 
such  vast  differences  in  how  people  feel  about  the  Endangered  Spe- 
cies Act  and  whether  or  not  it  is  productive  and  whether  or  not  it's 
worth  the  money  that  has  been  spent  on  it. 

I  think  you  all  realize  that  the  particular  problem  that  Wyoming 
has  in  dealing  with  many  Federal  programs,  whether  it's  with — not 
programs,  agencies,  whether  it's  the  Park  Service,  the  Forest  Serv- 
ice or  Fish  and  Wildlife,  whatever,  has  to  do  with  the  ownership 
pattern  of  the  land  in  Wyoming.  It's — it  originally  was  checker- 
board with  every  other  section  being  owned  by  the  Federal  Govern- 
ment. 

This  was  after  the  Homestead  Act  expired  with  every  other  sec- 
tion being  owned  by  the  Federal  Government.  And,  the  in  between 
ones  were  private  property. 

So,  that  is  what — and,  of  course,  that  has — ^you  know,  it  has 
changed  a  little  bit  through  the  years.  But,  there's  still  Federal 
property  that  is  totally  isolated  by  private  property  and  vice-versa. 

So,  that,  I  think,  goes  a  long  way  in  describing  the  problems  that 
Wyoming  people  have  in  dealing  with  the  Federal  agencies.  And, 
my  request,  to  you  all — and  I  know  that  you  do  it  as  much  as  you 
can,  but  to  please  take  those  special  circumstances  into  consider- 
ation when  dealing  with  problems  that  constituencies  run  into, 
whether  it's  with  the  Endangered  Species  Act  or  whether  it's  with 
forest  plans  or  whatever,  because  it  is  a  real,  real  difficult  situation 
for  everyone. 

I  don't  have,  but  I  would  love  to  have,  a  copy  of  the  10  point  plan 
that  you  talked  about  that  you  developed  last  year  for  improving 
administration.  I  would  like  to  have  that  very  much. 

I  actually  have  way  more  questions  than  I  have  time.  I  want  to 
ask  a  little  bit  about  the  grizzly  bear. 

What  is  the  population  goal  for  the  grizzly  bear?  Do  you  know 
right  off? 

Ms.  Beattie.  In  terms  of  numbers? 

Ms.  CUBIN.  Yes. 

Ms.  Beattie.  I  can't  tell  you,  Congressman.  But,  I  will  be  happy 
to  provide  that.  I  knew  all  those  once. 

The — one  goal  is  to  have  three  populations  at  a  certain  size.  And, 
the  reason  we  want  three  populations  is  because — I  believe  it's 
three,  is  because  that  gives  us  redundancy  in  the  system  so  if  you 
lose  one  to  disease  or  predation  or  something. 

Ms.  CUBIN.  Yes. 

Ms.  Beattie.  So,  that  is  our  goal.  And,  we  are  very  close  with 
two  at  the  moment. 

Ms.  Cub  IN.  Do  you  know  if  the  same  plan — do  you  plan  to  do  the 
same  thing  with  the  wolf? 

Ms.  Beattie.  Yes.  The  plan  is  similar,  in  that  it  calls  for  a  cer- 
tain number  of  packs  in  each  of  a  few  areas.  And,  we  will  then  con- 
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sider  the  wolf  recovered.  That's  considered  a  self-sustaining  num- 
ber. 

Ms.  CUBIN.  So,  you  don't  consider  the  grizzly  recovered  at  this 
point? 

Ms.  Beattie.  It's  getting  very  close  but  not  quite,  in  our  esti- 
mation. 

Ms.  CUBIN.  How  many  times  has  the — I  believe,  and  I  might  be 
wrong  on  the  numbers,  but  I  believe  that  in  the  beginning,  the  plan 
for  recovering  the  grizzly  said  when  250  grizzlies  are  alive  and 
well.  And,  that  happened. 

And,  then  it  went  up  to  350.  And,  then  it  went  up  to  500.  And, 
it  has  been  increased  many,  many  times. 

Why  was  that?  I  mean,  because  what  it  seems  to  me  is  that  the 
plan  changed  over  time  rather  than — or  the  administration 
changed  over  time 

Ms.  Beattie.  Or  the  finish  line  moved. 

Ms.  CUBIN.  I  don't  know  what  caused  it.  What  caused  that? 

Ms.  Beattie.  There  are  some  technical  reasons.  It  had  to  do  with 
learning  new  things  about  the  grizzly  bear. 

And,  I  would  be  happy  to  provide  those  for  you.  I  can't  tell  you 
off  the  top  of  my  head,  but  they  were  biological  sorts  of — biological 
information  coming  from  research  or  new  understanding  that  made 
us  think  again. 

The  grizzly  bear  is  obviously  a  reclusive  species  that's  hard  to 
study  and  not  as  reclusive  as  I  know  some  people  wished,  but 

Ms.  CUBIN.  Yes.  In  fact,  people  up  there  on  the  North  Fork  or 
the  Park's  Fork  don't  let  their  kids  walk  to  school,  because  there 
are  so  many  grizzlies  in  the  Coyote  area.  People  who  live  out  in  the 
foothills,  we  call  them,  but  back  here  in  the  east  they  would  call 
them  mountains. 

But,  the  foothills  in  Park  County,  you  really  are  not  safe  to  be 
back  in  there,  because  in  that  area  there  are  so  many  grizzlies. 
And,  I  mean,  I  do  know  this  to  be  true,  because  I've  been  up  there 
myself. 

But,  anyway — so  I  would  really  appreciate  knowing  why  the  goal 
changed 

Ms.  Beattie.  I  would  be  happy  to  do  that. 

Ms.  CUBIN.  [continuing] — through  the  years.  And,  also  related  to 
the  wolf — and  I'm  sure  that  you  all  are  aware  that  I  was  opposed 
to  the  introduction  of  the  wolf.  They  are  there. 

So,  it  certainly  is  a  waste  at  this  point.  I  mean,  I  don't  want  to 
see  a  lot  more  money  poured  into  the  reintroduction  of  the  wolf, 
but  certainly  I  hope  it  works  now  since  they  are  there  and  we've 
spent  the  money  anyway. 

So,  I  would  like  the  same  sort  of  analysis  on  the  wolf.  What 
changes  do  you  foresee  or — I  mean,  that's  the  problem,  is  that 
there  is  no  certainty  for  the  people  that  live  on  that  land. 

And,  so — and  the  distrust,  not  just  for  Federal  agencies  but  for 
the  Congress,  distrust  for  the  President,  distrust  for  government, 
because  it  seems  we  change  rules  after  the  game  starts.  And,  then 
my  constituents  say,  "Hey,  this  isn't  fair."  And,  it's  hard  to  justify 
that  it  is. 

So 
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Ms.  Beattie.  I  would  be  happy  to  get  you  the  information  on  the 
grizzly  bear  and  reassure  you  that  it  was  on  the  basis — if  things 
change,  it  was  on  the  basis  of  scientific  evidence,  not  on  the  basis 
of 

Ms.  CUBIN.  Politics. 

Ms.  Beattie.  [continuing] — politics.  Right. 

Ms.  CuBiN.  I  hope. 

Ms.  Beattie.  On  the  wolf,  we  don't  foresee  any  changes.  We  also 
agree  that  we  hope  we  never  have  to  do  another  reintroduction, 
that  the  last  one  will  bring  the  species  up  and  off  the  endangered 
species  list  so  it  can  go  back  to  the  states  to  manage  and  save  us 
a  great  deal  of  effort. 

But,  we  don't,  at  this  moment,  foresee  any  changes  in  that  pro- 
gram. 

Ms.  CUBIN.  As  was  expected,  the  population  of  the  coyote  is  down 
because  of  the  predation  of  the  wolf  And,  I  think  that's  probably 
what  all  biologists  planned. 

And,  certainly  I'm  not  sad  to  see  that  happen.  But,  you  know,  it 
is  worrisome  that  the  larger  animals  now  will  be — I'm  talking  do- 
mestic animals — more  threatened  by  the  wolf  than  they  were  by 
the  coyote. 

And,  that  has  always  been  a  problem  that  I  wanted  to  avoid  and 
I  would  like  to  resolve,  you  know,  when  those  things  occur.  I  don't 
think  that — I  think  that  preserving  a  species  is  good  for  the  public. 
And,  I  would  say  it  is. 

Then — and  I  don't  know  of  anyone  that  disagrees  with  that.  I 
mean,  I  don't  think  anybody,  on  whatever  side  you  are  on,  wants 
to  see  species  vanish  off  of  the  face  of  the  earth. 

But,  if  it  is  for  the  public  good,  then  shouldn't  the  whole  public 
pay  for  it?  I  mean,  shouldn't  it  be  the  responsibility  of  everyone  in- 
stead of  just  those  people  who  happen  to  own  private  land  right 
next  to  federally  owned  land? 

So,  you  know,  it's  kind  of  a  rhetorical  question.  Just  a  couple  of 
more,  Mr.  Chairman,  and  then  I  will  be  quiet. 

Sometimes — one  more  minute?  OK.  Sometimes  the  ESA  regula- 
tions force  other  government  agencies  to  have  to  take  a  certain  ac- 
tion based  on  the  ESA. 

When  there  is  a  conflict,  when  you  disagree,  who  should  win? 
And,  is  there  a  process  for  deciding? 

I  mean,  I  assume  right  now  that  you  have  the  ultimate  say  be- 
cause the  ESA  is  the  biggest  law  I  know  of 

Ms.  Beattie.  In  answer  to  your  first  question,  we  should  win. 

[Laughter.] 

Ms.  CUBIN.  Right,  always. 

Ms.  Beattie.  In  fact,  that's  not  in  our  interest,  to  win. 

Ms.  CUBIN.  All  right. 

Ms.  Beattie.  Our  interest  is  to  have  a  decision  made  that  is  of 
mutual  benefit  and  protects  our  mutual  interests,  which  they  are. 

We  have  a  very  detailed  process  that  is  called  consultation, 
which  is  also  a  line  item  under  the  ESA,  a  very  detailed  process, 
now  detailed  in  a  handbook  of  how  to  make  those  consultations, 
how  to  resolve  conflicts.  And,  I  hope  my  colleagues  will  agree  that 
nine  times  out  of  10  we  do. 
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Ms.  CUBIN.  So,  you — if  you  couldn't,  then  should — do  you  think 
that  it  would,  in  any  way,  be  good  to  have  a  third  party  arbitrate 
that  disagreement  between  two  different  agencies? 

Ms.  Beattie.  I'm  sure  there  are  a  number  of  means  we  could  use 
where  there  is  a  deadlocked  conflict,  which  is  a  real  rarity. 

Ms.  CUBIN.  The  reason  I'm  talking  about  this  is  because  un- 
planned money  spent  out  of,  say,  the  Department  of  Agriculture  or 
Forest  Service  or  something  like  that,  that  Fish  and  Wildlife  man- 
dates that,  you  know,  a  big  portion  of  money  come  out  of  somebody 
else's  budget,  it  surely  would  be  easier  keeping  track  of  how  much 
we  do  spend  on  endangered  species  or  preservation  if  we  could  do 
that. 

So,  I  will  be  thinking  along  those  lines,  too.  I  don't  have  any  fur- 
ther questions. 

Well,  I  do,  but  you  won't  let  me  ask  them.  Thanks. 

Mr.  POMBO.  Ms.  Chenoweth. 

Ms.  Chenoweth.  Thank  you,  Mr.  Chairman.  Ms.  Beattie,  I  want- 
ed to  say  that  I'm  very  glad  to  see  you  back.  You  are  a  courageous 
woman  and  leader. 

Ms.  Beattie.  Thank  you. 

Ms.  Chenoweth.  And,  you  are  a  fine  example  for  many  women 
in  leadership.  It's  good  to  have  you  back. 

Ms.  Beattie.  Thank  you. 

Ms.  Chenoweth.  I  wanted  to  ask  the  General  a  couple  of  ques- 
tions. General  Genega,  in  1991,  the  Corps  of  Engineers  spent  about 
$7.5  million  directly  on  the  Endangered  Species  Act.  And,  in  1995, 
you  spent  $94.8  million  on  the  Endangered  Species  Act.  And,  that's 
a  1,300  percent  increase  in  your  expenditures. 

How  many  species  have  been  directly  recovered  as  a  result  of  the 
Corps  of  Engineers'  activities? 

Maj.Gen.  Genega.  I  think  it's  fair  to  say  that  I  could  not  take 
credit  for  any  species  recovered  as  a  result  of  those  expenditures. 
But,  we  participate  with  the  other  agencies,  some  or  all  of  the  other 
agencies,  at  the  table  here  in  recovery  efforts  for  particular  species. 

We — in  preparation  for  this,  we  don't  account  for  the  dollars  in 
that  particular  way.  We  don't  account  for  them  by  recovery  plan 
and  our  dollars  toward  that. 

We  are  embarked  on  a  fair  amount  of  research  right  now  trying 
to  go  back  a  couple  of  years  and  see  if  we  can  reconstruct  that.  But, 
I  think  it  would  not  be  fair  for  me  to  take  credit  for  any  recovery 
plan  by  the  actions  of  the  Corps  independent  of  the  others. 

Ms.  Chenoweth.  Do  you  still  regard  your  first  priority  as  being 
that  of  navigation  in  commerce — hydro  power  and  flood  control,  as 
you  mentioned  earlier? 

Maj.Gen.  Genega.  Yes,  ma'am. 

Ms.  Chenoweth.  Where  do  those  priorities  line  out  in  terms  of 
your  management  of  the  Corps? 

Maj.Gen  Genega.  Well,  I  would  say  those  are  our  priorities. 
Those  are  the  Corps'  missions. 

Now,  we  do  those  in  a  different  fashion  today  than  we  have  in 
the  past.  And,  that's  in  response  to  various  laws  like  the  Clean 
Water  Act,  like  the  Endangered  Species  Act  and  the  Safe  Drinking 
Water  Act  and  on  and  on,  though  we  do  them  in  a  slightly  different 
fashion. 
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But,  I  come  to  work  everyday  committed  to,  as  do  some  27,000 
other  employees  on  the  Civil  Works  side  of  the  Army  Corps  of  En- 
gineers, delivering  our  responsibilities  under  navigation  and  flood 
control  and  hydro  power. 

Ms.  Chenoweth.  General,  in  1994,  the  Corps  was  appropriated 
an  overall  amount  of  $208  million  to  carry  out  its  duties.  And,  in 
that  year,  roughly  $52  million  was  spent  on  the  Endangered  Spe- 
cies Act. 

In  1995,  however,  the  Corps  was  appropriated  $192  million  for 
its  overall  mission.  And,  yet,  it  spent  $95  million  on  the  Endan- 
gered Species  Act. 

I  don't  understand  the  difference  between  1994  and  1995,  in  that 
it  appears  that  the  priorities  may  have  changed  to  the  degree  that 
in  1994  25  percent  of  your  expenditures  went  toward  ESA  and  in 
1995  it  appeared  that  nearly  50  percent  or  over  50  percent  went 
toward  the  Endangered  Species  Act.  Now,  that  concerns  me,  be- 
cause there  are  other  priorities,  too,  such  as  navigation,  hydro 
power  and  flood  control. 

And,  how  many  of  these  cuts  were  directed  at  the  other  prior- 
ities? It  had  to  be — there  had  to  be  other  priorities  that  didn't  have 
the  attention  that  ESA  had. 

Maj.Gen.  Genega.  Yes,  ma'am.  I  will  have  to  get  with  you,  I  sus- 
pect, afterwards  to  see  the  source  of  those  figures  that  you  gave. 

My  appropriation  from  the  Congress  under  the  Energy  and 
Water  Act  for  the  entire  Civil  Works  for  1995  was  about  $3.4  bil- 
lion. And,  you  mentioned  a  number  of — so,  the  $95  million  expendi- 
ture is  against  that  $3.4  billion  as  opposed  to  the  number  that  you 
used. 

I'm  not  sure  of  the  source  of  those  numbers. 

Ms.  Chenoweth.  Well,  these  were  duties  in  recreation.  These 
were  appropriations  for  recreation. 

Maj.Gen.  Genega.  I  see. 

[See  letter  of  April  29,  1996,  at  end  of  hearing.] 

Ms.  Chenoweth.  And,  I  also  wanted  to  ask  Mr.  Schmitten,  in 
1991  the  National  Marine  Fisheries  Service  spent  $3.6  million  on 
the  ESA.  In  1995,  there  was  $21  million  that  we  have — these  are 
the  figures  we  have  gotten  in  our  office. 

And,  that's  an  increase  of  over  700  percent.  What — how  many 
species  were  recovered  as  a  result  of  that  700  percent  increase? 

Mr.  Schmitten.  Let  me  first  explain  where  the  cost  came  from. 
In  1990,  we  received  the  first  ever  Pacific  Northwest  salmon  listing 
petition.  That  has  increased  to  probably  over  two  dozen  petitions 
since  then. 

The  first  final  listing  of  salmon  species  in  the  Pacific  Northwest 
occured  in  1991.  At  that  point,  our  cost  did  significantly  increase 
because  we  went  to  managing  the  species. 

As  far  as  recovery,  we  have  not  lost  any  species. 

Nothing  has  gone  extinct  once  we  have  taken  over.  And,  we  have 
implemented  actions  in  the  recovery  plans  for  the  species.  So,  we 
have  not  lost  anything  for  the  public. 

I'm  sorry,  I  need  to  also  answer  your  question.  Recovery  is  meas- 
ured by  the  recovery  team  in  the  life  cycles. 

And,  it's  estimated  that  it  will  take  12  years  for  a  full  recovery. 
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Ms.  Chenoweth.  Mr.  Schmitten,  we  have  not  had  one  sockeye 
salmon  return  to  Red  Fish  Lake.  And,  yet  we  have  built  huge 
amounts  of  paper. 

We,  in  Idaho,  are  becoming  increasingly  impatient  with  the  Na- 
tional Marine  Fisheries  Service.  Whereas,  we  all  would  like  to  see 
the  salmon  returned  to  our  lakes  and  rivers  and  streams,  the  mis- 
sion is  not  being  accomplished  and  yet  the  taxpayers  are  putting 
out  enormous  amounts  of  money. 

We  are  becoming  increasingly  impatient  about  that.  I — Mr. 
Chairman,  I  would  ask  for  just  two  more  minutes  and  then  I  have 
to  leave. 

Mr.  Schmitten,  when  you  were  in  front  of  our  Committee  before 
and  then  when  we  had  one  of  your  representatives,  Mr.  Bellmore, 
in  front  of  our  Committee,  I  asked  about  a  rancher  who  isn't  even 
adjacent  to  a  stream  or  a  river  where  salmon  had  historically  been 
present.  His  water  rights  were  taken,  as  far  as  his  ability  to  use 
his  water  rights,  the  Yantash  Ditch  project. 

I  have  asked  and  asked  and  asked.  You  have  assured  me  a  re- 
sponse on  this.  And,  it  has  not  been  forthcoming, 

Mr.  Bellmore  referred  me  a  response  on  this.  It  is  important  to 
Idaho  to  know  where  your  stand  is  on  appropriated  water  rights. 

And,  so  I  would  again  urge,  in  front  of  this  Committee,  that  we 
begin  to  work  together  and  that  I  would  like  to  see  the  response 
that  has  been  promised  by  you  to  this  Committee,  not  just  on  that 
issue,  I  mean  that  particular  case,  but  because  your  agency's  activi- 
ties have  interfered  with  appropriated  water  rights.  And,  then 

Mr.  Schmitten.  May  I  answer  that?  I  think  I  have  a  good  an- 
swer for  you. 

Ms.  Chenoweth.  Sure.  Yes.  I  have  one  more  question  to  Mr. 
Robertson,  but 

Mr.  Schmitten.  OK.  I  reviewed  the  Yantash  Ditch  because  we've 
talked  about  it.  And,  each  issue  that  you  and  I  have  discussed,  I 
think  we  have  worked  to  a  resolution  that  we  are  both  happy  with. 

Ms.  Chenoweth.  That's  not  the  case.  And,  I  know  you  are  back 
here  in  Washington,  D.C. 

But,  we  could  spend  all  of  my  time  and  yours,  too,  tEdking  about 
that  one  case.  But,  I  would  like  to  work  with  you  in  private  on  it. 

Mr.  Schmitten.  We  reached  an  agreement  with  the  landowner 
in  the  Yantash  Ditch.  The  flows  that  he  requested  are  the  flows 
that  we  will  have  in  our  consultation. 

I  think  it's  something  that  all  the  parties  are  pleased  with.  And, 
I  wanted  to  announce  that  to  you  today. 

Ms.  Chenoweth.  Thank  you.  There  still  is  a  problem  with  the 
acceptance  of  the  Weir,  so  we  are  not  through  this  problem  yet. 

But,  Mr.  Robertson,  I  did  have  a  quick  statement  to  you.  And, 
then  I  wanted  to  ask  you  a  question. 

You  mentioned  the  religious  issue  that  the  tribes  have  expressed. 
And,  whereas,  I  believe  all  people  in  America  should  be  free  to  wor- 
ship as  they  please,  the  First  Amendment  of  the  Constitution,  you 
know,  guards  the  government  against  and  prevents  the  govern- 
ment from  any  establishment  of  religion,  a  government  religion. 

And,  when  we  see  government  agency  heads  talking  about  this, 
we  are  getting  perilously  close  to  the  establishment  of  a  religion 
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and  tax  dollars  going  to  further  the  programs  of  people  who  want 
to  engage  in  an  object  of  worship.  Conservation  is  one  thing. 

And,  object  of  worship,  we  are  getting  perilously  close  to  danger. 
And,  when  children  cannot  have — or  students  cannot  have  prayers 
in  school  or  they  may  not  even  have  their  baccalaureate  service 
where  there  is  no  administrative  activity,  they  may  not  have  their 
own  prayers  at  baccalaureate,  then,  I  think  that  we  need  to  guard 
against  that.  And,  I  have  spoken  out  on  that  issue.  I  will  continue 
to,  because  I  don't  think  tax  dollars  should  go  to  support  a  religious 
practice. 

You  have  been  around  for  quite  awhile.  You  have  a  good  reputa- 
tion. 

But,  I  remember  when  the  Northwest  Power  Act  came  into  being. 
Did  you  ever  envision  that  the  Act  itself  would  be  so  tipped  toward 
the  mitigation  enhancement  of  fish  and  wildlife  and  tipped  away 
from  your  agency  being  able  to  provide  a  constant  and  low  cost 
source  of  power  to  the  users  up  in  the  northwest? 

Mr.  Robertson.  Well,  Mrs.  Chenoweth,  I  would  just  say  a  couple 
of  quick  things.  One  is  that  I  certainly  didn't  mean  to  bring  govern- 
ment closer  to  involving  itself  in  the  religious  question  in  response 
to  your  first  point. 

Ms.  Chenoweth.  Thank  you. 

Mr.  Robertson.  I  was  trying  to  make  a  point  about  how  emo- 
tionally important  salmon  are  to  the  northwest  generally  and,  of 
course,  specifically  to  the  ceremony  of  some  religions.  But,  that  was 
really  the  only  point. 

The  point  you  make  about  the  Act  is  that  Bonneville  has  to  bal- 
ance its  purposes,  just  like  the  Corps  has  balances  in  its  mission, 
and  others  do,  as  well.  And,  fundamentally,  the  Act  was  driven  by 
what  was  perceived  to  be  an  energy  shortage  at  the  time,  and  to 
assure  low  cost  electric  energy  for  the  northwest. 

But,  it  did  introduce  the  issue  of  mitigation  directly  for  damage 
done  to  fish  and  wildlife  by  the  hydroelectric  system. 

Now,  as  to  your  point,  the  energy  market  has  changed  radically 
since  1980.  It  has  almost  turned  on  its  head.  Now  low  cost  energy 
is  the  course  of  the  day  and  Bonneville  is  in  competition  to  meet 
that  market. 

And,  that  was  not  true  in  1980.  So,  to  deliver  our  mission,  we 
have  to  balance  all  of  our  costs,  including  fish  and  wildlife. 

And,  to  sum  up  quickly,  because  I  know  your  time  is  short,  I 
would  honestly  say  the  amount  of  fish  and  wildlife  we  are  paying 
for  right  now  is  larger  than  I  would  have  imagined.  I  think  it's 
larger  than  most  people  would  have  imagined  in  1980.  On  the 
other  hand,  given  the  arrangement  we  put  together  last  year  with 
the  Administration  for  the  10  year  stability  of  our  fish  and  wildlife 
costs,  we  think  we  can  manage  our  mission,  sell  low  cost  power  to 
the  northwest  and  continue  to  meet  the  obligations  for  fish  and 
wildlife  and  other  public  purposes. 

And,  a  number  of  your  constituents  in  Idaho,  I  hope,  will  sign  up 
for  that  power  shortly. 

Ms.  Chenoweth.  Thank  you,  Mr.  Robertson. 

Mr.  POMBO.  Mr.  Hastings. 

Mr.  Hastings.  Thank  you,  Mr.  Chairman.  Mr.  Robertson,  I  want 
to  clarify  a  few  of  the  statements  that  you  made  in  response  to 
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questions  from  Mr.  Miller  and  Mr.  DeFazio  so  I  can  understand 
this  also. 

You  have — ^you  say  there  is  a  cost  of  roughly  $435  million  in 
costs.  Part  of  it  is  direct  and  part  of  it  is  from  foregone  lost  of  reve- 
nues. 

And,  you  conceded,  I  think  if  I  heard  you  correctly,  to  Mr. 
DeFazio  that  part  of  the  foregone  revenues  is,  in  part,  because  of 
the  Northwest  Power  Planning  Council  and  in  part  to  ESA.  You 
haven't  broken  that  out  apparently? 

Mr.  Robertson.  We  have.  There  is — of  the  $435,  there  are  two 
big  categories. 

Mr.  Hastings.  Right.  That's 

Mr.  Robertson.  One  is  direct  costs,  which  are  $252  and  then  the 
$183,  both  foregone  revenues  and 

Mr.  Hastings.  I'm  talking  about  that  $183. 

Mr.  Robertson.  Right. 

Mr.  Hastings.  And,  you  conceded  to  Mr.  DeFazio  that  part  of 
that  could  be  attributed  to  the 

Mr.  Robertson.  Yes. 

Mr.  Hastings,  [continuing] — Northwest  Power  and  the  ESA. 
Have  you  broken  out — because  of  how  the  Northwest  Power  Plan- 
ning Act  is  written  and  ESA,  have  you  broken  that  out,  the  dif- 
ference? 

Mr.  Robertson.  It's  difficult  to  do  that  breakout  because  of  the 
integration  of  the  hydro  system  and  the  overlap  of  those  two  re- 
sponsibilities. We  did  start,  I  think,  responding  to  the  biological 
opinion  and  changing  river  operations  in  1992  in  response  to  the 
listings  that  were  mentioned  earlier  by  Mr.  Schmitten. 

And,  that  did  begin  to  change  the  hydro  system.  And,  the  North- 
west Power  Planning  Council  came  along  with  that  and  made  its 
recommendations  as  well. 

Under  the  Northwest  Power  Planning  Act,  we  are  to  act  consist- 
ent with  the  Council's  recommendations.  And,  the  standard  under 
the  Endangered  Species  Act  is,  I  think,  legally  somewhat  higher. 

[The  following  was  received  in  reference  to  the  above:] 

Bonneville  Power  Administration's  Expected  Annual  Fish  and  Wildlife 
Costs  to  the  Federal  Columbia  River  Power  System 

Bonneville  is  able  to  estimate  the  amount  of  energy  lost  at  the  mid-Columbia 
projects  as  a  result  of  operations  for  fish  and  wildlife  with  computer  models.  How- 
ever, the  ability  to  identify  foregone  revenues  separately  from  additional  power  pur- 
chases (the  two  components  of  total  net  costs)  is  dependent  upon  knowledge  of  the 
affected  utility's  energy  loads  relative  to  its  energy  resources.  Thus  Bonneville  can 
make  the  differentiation  for  itself,  but  is  not  able  to  do  so  for  other  utilities.  This 
task  can  best  be  accomplished  by  the  affected  utility  itself  At  the  mid-Columbia  - 
projects  there  are  more  than  ten  utilities  affected. 

Mr.  Hastings.  OK.  Does  that  figure  include  the  loss  of  revenue 
that  the  Big  Columbia  PODs  would  have? 

Mr.  Robertson.  No,  it  does  not. 

Mr.  Hastings.  Any  estimate  of  how  much  that  would  be? 

Mr.  Robertson.  I  can  try  to  get  that  for  the  record.  I  don't  have   „ 
one  in  front  of  me. 

Mr.  Hastings.  Just — I  know.  Get  it  for  the  record.  But,  for  the 
record  here,  make  a  rough  guess  and  we  can  amend  it  later  on. 

Roughly,  what  would  you  think? 
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Mr.  Robertson.  Of  the  hydro  portion  alone? 

Mr.  Hastings.  Yes,  hydro  only. 

Mr.  Robertson.  Oh,  boy. 

Mr.  Hastings.  Ten  percent,  15  percent? 

Mr.  Robertson.  Maybe  that,  15  percent.  But,  I  wouldn't  want  to 
put  it  in  the  record. 

Mr.  Hastings.  OK.  Let's  just  be  on  the  low  side.  Fifteen  percent 
more. 

So,  now  we  are  over  $200  million  in  foregone  revenues.  There's 
no  caps  on  the  Big  Columbia  PODs,  so  they  don't  enjoy  what  you 
have. 

Now,  the  Chairman  has  been  getting  very  antsy  when  we  go  over 
five  minutes.  And,  I  don't  want  to  irritate  him. 

Now,  the  $250  million  direct  cost,  how  much — that  is  different 
now.  That  is  direct  cost. 

How  much  of  that — and  Mr.  Miller  has  kind  of  gone  into  this  a 
bit  and  then  his  time  ran  out  and  he  didn't  get  to  pursue  it.  And, 
you  were  going  to  answer  that,  I  thought. 

How  much  of  the  $250  million  direct  cost  is  attributable  just  to 
ESA?  And,  how  much  is  a  mix  between  that  and  Northwest  Power 
Planning  Council? 

And,  how  much  is  Northwest  Power  Planning  Council?  How  do 
you  break  that  down? 

Mr.  Robertson.  The  way  we  broke  that  out  for  the  Committee 
was  that  $57  million  of  direct  program  expense  and  approximately 
$13  million  in  capital  were  related  to  the  Endangered  Species  Act, 
in  addition  to  the  $190  or  so  million  related  to  foregone  revenues 
and  power  purchases. 

Mr.  Hastings.  So,  you  are  looking  at  roughly — my  figure  then  is 
roughly  70 — about  25  percent  roughly,  a  little  bit  more  than  25 
percent,  of  the  direct  cost  is  attributed  to  ESA? 

Mr.  Robertson.  That's  what  we've  done  for  the  Committee. 

Mr.  Hastings.  Now,  does  this  figure  include  the  Big  Columbia 
PODs? 

Mr.  Robertson.  No. 

Mr.  Hastings.  So,  the  Big  Columbia  PODs,  then,  is  another  cost. 
And,  if  15  percent — I  don't  want  to  hold  you  to  the  15  percent. 

But,  if  it's  true  on  foregone  revenues,  that  should  be  probably 
pretty  close  to  what  direct  costs  would  be.  I  know,  for  example, 
that  the  Big  Columbia  PODs,  everyone  of  them,  are  doing  a  fish 
bypass  system,  which  is  because  they  think  it's  good  policy. 

I  see  the  Corps  of  Engineers  is  just  starting  to  do  that  on  one 
of  the  dams,  on  the  Snake  River.  I  don't  know  if  you  are  doing  it 
on  other  dams. 

But,  these  are  the  type  of  costs  that  are  direct  costs  that  are  at- 
tributed to  ESA.  Is  that  a  fair  statement? 

Mr.  Robertson.  If  you  are  talking — I  would  like  for  Mid-Colum- 
bia PUDs  to  speak  for  themselves,  but  they  have  made  changes.  In 
fact,  in  some  cases,  they  have  made  changes  that  we  are  trying  to 
replicate  on  the  main  stem,  because  we  think  they  may  be  highly 
beneficial  to  fish  and  bypass  operations. 

And,  they  have  experienced  those  costs  under  their  licenses. 

Mr.  Hastings.  OK.  General? 

Maj.Gen.  Genega.  I  believe  that's  an  accurate  statement,  sir. 
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Mr.  Hastings.  OK.  How  many  dams  have  you  tried  these  fish 
bypass  systems  on? 

Maj.Gen.  Genega.  Sir,  we  have  fish  bypass  systems  on  probably 
close  to  half  our  dams  across  the 

Mr.  Hastings.  I'm  talking  about  the  surface  collectors,  which  is 
a  newer  technology. 

Maj.Gen.  Genega.  Yes,  sir.  We  are  just  getting  into  the  surface 
technology  business  literally  within  the  last  year  or  year  and  a 
half 

Mr.  Hastings.  It's  interesting  that  the  Big  Columbia  PODs  on 
the  five  dams  they  have,  they  have  three  surface  collectors  that  I 
am  aware  of  right  off  the  bat.  OK. 

One  last  thing.  I  know  this  is — ^because  of  these  costs,  these  are 
spread  out  over  the  ratepayers. 

Do  you  have — have  you  broken  this  down  to  what  it  costs,  say, 
an  average  resident,  the  irrigators,  the  DSIs,  what  impact  that  has 
had  of  these  costs  you  are  talking  about,  the  full  $435  million? 

Mr.  Robertson.  The  $435  million  represents,  in  simple  terms, 
about  20-22  cents  on  every  dollar  generated  by  sales  of  power  go 
toward  fish  and  wildlife  mitigation.  So,  basically,  if  you  are  buying 
Bonneville  power,  22  cents  of  the  power  dollar  you  pay  is  going  for 
fish  and  wildlife  mitigation. 

Mr.  Hastings.  And,  finally,  Mr.  Chairman,  I  will  just  make 
one — the  fact  that  I  brought  up  the  Big  Columbia  PODs  and  Mr. 
Robertson  obviously  couldn't  accurately  estimate  what  their^costs 
are,  that  ought  to  be  in  the  record.  And,  I  would  like  to  have  ifeiani- 
mous  consent  to  add  that  to  the  record  in  addition  to  this  testimony 
so  that  we  can  put  it  in  there  to  reflect  the  true  costs  there  on  the 
Columbia  River. 

Mr.  POMBO.  Without  objection.  ^ 

Mr.  Miller.  Mr.  Chairman,  if  I  might  just  have  a  couple  of  sec- 
onds here  to  make  a  statement. 

Mr.  PoMBO.  You  are  given  two  seconds. 

Mr.  Miller.  Your  generosity  overwhelms  me. 

[Laughter.] 

Mr.  Miller.  I  think  this  has  been  a  very  important  panel,  be- 
cause my  impression  is  that  we  are  looking  at  the  Department  of 
Defense,  a  subsection  here  of  the  Corps  of  Engineers,  the  Forest 
Service;  and,  not  represented  at  the  table,  but  the  Bureau  of  Rec- 
lamation; and,  the  Bonneville  Power  Administration,  all  of  whom 
got  their  charters  a  long  time  ago  when  the  world  was  very  dif- 
ferent. And,  what  they  are  now  are  multi-purpose  agencies. 

Secretary  Goodman  said  that,  in  fact,  the  mission  is  much  more 
encompassing  now  than  maybe  we  traditionally  thought  of  it. 
Those  of  us  who  are  struggling  with  base  closures  and  cleanup,  as 
you  are  within  your  budget,  recognize  the  horrible  decisions  that 
were  made  many,  many  years  ago  when  we  were  ignorant  about 
the  ramifications  of  those  decisions  and  the  costs  of  cleaning  those 
up. 

More  and  more  of  the  military  construction  budget  is  going  back 
to  clean  those  up,  as  opposed  to  providing  housing  and  services  for 
our  personnel. 

You  had  one  charge  at  the  outset  of  Bonneville  Power — regulate 
that  river,  develop  the  power  and  try  to  develop  some  navigation. 
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The  Central  Valley  Project,  up  until  a  few  years  ago,  was  really  not 
a  multi-purpose  agency.  It  was  water  delivery  to  one  constituency, 
the  State  Water  Project  in  California. 

These  are  not  sins.  This  is  the  way  we  looked  at  the  world  in  the 
50's  and  the  60's. 

The  Corps  of  Engineers,  I  came  to  office  arguing  with  you.  A  year 
and  a  half  ago  or  two  years  ago,  on  a  bipartisan  basis  with  busi- 
ness, labor  and  environmentalists,  we  came  up  with  a  dredging 
plan  for  San  Francisco  Bay,  because  we  all  do  business  different 
today  than  we  did  before. 

And,  all  of  these  agencies  were  involved.  It  used  to  be  about  how 
many  board  feet  you  could  get  to  market — the  only  question  asked. 

But,  the  fact  of  the  matter  is,  all  of  those  single-purpose  missions 
would  be  unacceptable  today  if  you  never  had  the  Endangered  Spe- 
cies Act.  The  people  in  the  northwest  are  not  going  to  stand  for  the 
eradication  of  their  forests. 

We  are  not  going  to  stand  for  the  eradication  of  the  delta  envi- 
ronment. And,  it  goes  on  and  on  and  on. 

And,  I  think  the  purpose  here  is  we  can  argue  over  whether  or 
not  the  Secretary  of  the  Interior  was  precise.  But,  the  mission  is 
somewhat  more  imprecise. 

And,  the  mission  is  a  lot  about  learning  as  we  go  along.  And, 
budgets  do  jump  as  listings  take  place  and  we  find  ways  to  avoid 
them — habitat  conservation  areas  and  other  arrangements  such  as 
that. 

And,  I  think  this  has  been  very  instructive,  because  whether  or 
not  we  are  going  to  use  the  Secretary's  statement  to  try  to  impeach 
the  Endangered  Species  Act  or  get  rid  of  the  Endangered  Species 
Act  or  whatever  the  options  are,  the  fact  of  the  matter  is  that  what 
we  know  is  that  the  American  public  supports  it  overwhelmingly 
because  they've  seen  an  improvement  and  a  diversity  brought  to 
their  communities  that  maybe  they,  in  fact,  weren't  even  aware  of 
before. 

It's  certainly  reflected  in  the  northwest  and  certainly  reflected  in 
California  where  we  now  have  many  competing  interests  and  a  lot 
more  people  not  only  that  are  entitled  to,  but  you  can't  keep  them 
from  the  table  where  these  decisions  are  being  made.  Years  ago, 
hell,  on  this  Committee  you  didn't  have  anybody  west  of  the  Mis- 
sissippi. 

And,  the  decisions  were  made  in  the  17  western  states,  as  they 
used  to  start  every  speech  in  this  Committee.  Today,  Mr.  Markey 
is  from  Boston.  And,  it  goes  right  on  down  the  road,  because  other 
people  want  say  in  how  we  develop  and  how  we  administer  the 
public  lands  and  resources. 

And,  so,  you  know,  you  are  caught  in  a  transition.  It  has  been 
a  long  transition  since  endangered  species,  since  the  environmental 
movement,  since  the  Earth  Day  at  the  beginning  of  the  70's. 

But,  the  fact  is,  that's  where  the  Nation  is  going.  And,  all  of  your 
agencies  have  recognized  this. 

Now,  we  can  beat  up  on  you  until  the  cows  come  home.  But,  the 
fact  of  the  matter  is  that  that's  where  the  Nation  is  going. 

It  is  about  the  protection  and  the  enhancement  of  the  resources 
of  this  country.  And,  that  doesn't  preclude  the  utilization. 
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And,  that  doesn't  preclude  the  commercial  exploitation.  And,  I 
mean  exploitation  in  the  sense  of  activity,  not  in  derogatory  terms. 

That  can  all  be  done.  But,  it's  done  when  you  put  together  forest 
plans  or  you  put  together  dredging  plans  and  you  no  longer  just 
say,  "How  big  a  ship  are  we  bringing  in  here."  You  have  got  to 
know  a  lot  of  other  things  and  take  a  lot  of  other  views  from  city 
councils  and  boards  of  supervisors  and  water  agencies  and  all  the 
rest  of  them. 

And,  I  think  that's  what  this  panel  has  illustrated.  We  can  talk 
about  costs  but,  you  know,  in  California  we  spent  almost  more  than 
$1.5  billion  just  building  the  San  Luis  unit.  They  have  paid  back 
$60  million. 

Nobody  asked  what  was  the  cost.  But,  now  when  all  of  a  sudden 
we  want  to  talk  about  some  multi  uses  and  protecting  the  environ- 
ment and  doing  some  other  things,  we  are  absorbed  with  costs. 

Nobody  has  asked  those  navigators  on  the  river  how  much  they 
could  pay  in  fees.  We  know  that's  all  subsidized,  whether  it's  on  the 
Columbia  or  the  Mississippi  or  the  Hudson  or  anywhere  else. 

And,  nobody  is  asking  people  to  pay  back  all  that  money  for 
those  dredgings.  But,  if  we  dredge,  we  make  a  decision  because 
somebody  wants  to  protect  the  environment  and  all  of  a  sudden  we 
become  very  cost  conscious. 

And,  I  think  the  realism  of  the  administration  of  your  agencies 
is  that  it  comes — you  know,  the  incoming  is  coming  from  every- 
where. You  get  it  from  everywhere  when  you  go  to  make  decisions. 

That's  a  kind  of  democracy.  And,  there  is  a  cost  associated  with 
that. 

And,  there  is  a  whole  array  of  values  out  there  about  the  envi- 
ronment or  about  economic  activity  or  what  have.  And,  those  today 
have  to  be  taken  into  consideration. 

You  didn't  have  to  take  them  into  consideration  when  I  first 
came  to  this  Congress.  You  didn't  have  to  take  them  into  consider- 
ation when  you  were  building  the  Central  Valley  Project  or  the 
Central  Utah  Project. 

But,  you  know  when  we  charged  the  Central  Utah  Project?  Be- 
cause the  people  in  Utah  overwhelmingly  voted  to  change  it,  not 
because  the  Congress  voted  but  the  people  in  Utah  changed. 

Why  are  we  changing  the  project  in  Arizona?  Because  the  old 
way  went  bankrupt  and  the  state  has  changed.  And,  tourism  looks 
a  lot  more  attractive  and  retirement  developments. 

What's  going  on  in  Nevada?  Ten  percent  of  the  water  generates 
90  percent  of  the  jobs.  Ninety  percent  of  the  water  generates  10 
percent  of  the  jobs.  That  equation  won't  hold  up  in  a  modem  soci- 
ety. 

So,  these  are  changes.  And,  the  environment  gets  taken  into  con- 
sideration. 

I  want  to  thank  you  very  much  for  your  participation,  because 
I  think  you  gave  us  a  real  looking  glass  into  the  kinds  of  decisions 
and  the  kinds  of  constituencies  that  we  would  demand  you  respond 
to,  because  there  are  local  constituents.  They  wear  a  lot  of  different 
hats,  but  they  come  from  the  areas  that  we  represent. 

And,  I  want  to  thank  you  very  much  for  your  participation  on 
this  panel.  Thank  you,  Mr.  Chairman,  for  the  extra  time. 
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Mr.  POMBO.  You  are  welcome.  Well,  I,  too,  want  to  thank  you  for 
your  testimony  and  for  your  answering  the  questions  that  were 
presented  to  you  in  the  best  that  you  were  able  to. 

And,  I  think  George  is  right  about  one  thing.  And,  so  maybe  this 
is  a  looking  glass.  Maybe  this  does  open  people's  eyes  a  little  bit. 

You  know,  the  statement  that  the  Secretary  made  referred  to — 
by,  I  believe  what  Ms.  Beattie  said,  referred  to  one  small  part  of 
Fish  and  Wildlife's  budget.  And,  that  was  what  he  was  saying  was 
16  cents  per  person. 

But,  when  you  look  into  the  looking  glass,  you  see  that  that  is 
just  one  small  part  of  your  budget,  which  is  one  small  part  of  the 
Interior  budget,  which  is  one  very  small  part  of  the  Federal  budget, 
which  reflected  by  all  of  you  sitting  there  adds  up  to  a  considerable 
amount  of  money  and  a  considerable  amount  of  bureaucracy,  a  con- 
siderable amount  of  people  that  are  involved. 

When  I  have  people  in  my  district  that  want  to  plant  grapes, 
they  have  to  go  to  the  Army  Corps  of  Engineers  to  get  permission 
to  plant  grapes  on  their  property,  who  has  to  go  through  Fish  and 
Wildlife  to  find  out  whether  or  not  there  is  endangered  species  on 
that  property.  And,  the  Bureau  of  Reclamation  is  involved  because 
of  water  issues  that  come  in. 

And,  pretty  soon,  everybody  that  is  sitting  at  that  table,  with  the 
exception  of  Bonneville,  who  would  love  to  sell  power  down  my 
way,  but  with  the  exception  of  them,  everybody  there  is  involved 
on€  way  or  another.  And,  you  know,  when  you  get  into  an  issue 
like  endangered  species,  it  involves  all  of  the  Federal  agencies  and 
it  involves  money  from  all  of  the  Federal  agencies. 

And,  what  you  bring  to  us  is  a  very  small  part  of  the  overall  cost. 
The  j^verall  cost  of  the  Endangered  Species  Act  is  many,  many 
times_the  cost  to  the  taxpayer,  the  cost  that  you  spend  through 
your  agencies. 

Mr.  Dooley,  in  his  questions  and  in  his  opening  statement,  point- 
ed out  that  the  cost  to  local  government  and  private  property  own- 
ers is  many  times  what  even  you  spend.  So,  you  know,  there  is  a 
lot  involved  with  all  of  this. 

I  would  like  to  ask  Ms.  Beattie,  if  I  may,  ask  you  a  question.  We 
started  with  a  list  of  candidate  species  of  over  4,000  species.  And, 
I  don't  have  this  in  front  of  me  right  now,  so  I'm  paraphrasing  it. 

But,  I  recently  read  a  press  release  or  a  statement  that  came  out 
of,  I  believe,  your  agency  that  said  that  after  intensive  research 
and  investigation,  you  had  narrowed  that  down  to  243  species  that 
were  going  to  be  put  on  the  list  or  that  were  proposed  to  put  on 
the  list.  Did  you  peer  review  all  4,000  some  odd  species  to  deter- 
mine whether  or  not  the  science  you  had  used  was  accurate? 

Ms.  Beattie.  Mr.  Chairman,  we  kept  two  tiers,  basically  two  file 
cabinets,  of  candidate  species.  People  write  into  us  and  say — ^you 
know,  people,  usually  scientists,  write  into  us  and  say,  "We  think 
such  and  such  is  declining," 

If  we  can  find  some  information,  some  backup  to  that,  that  indi- 
cates this  is  worth  looking  at  from  a  scientific  point  of  view,  good 
scientific  information,  we  will — or,  we  don't — let's  start  with  we 
don't,  we  used  to  call  it  a  Candidate  2.  You  know,  we  basically 
saved  the  letter. 
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And,  we  had  a  Level  2,  which  was  the  other  file  cabinet.  And, 
we  would  put  it  in  there  and  see  if  it — if  something  showed  up  in 
the  future  and  maybe  we  would  have  some  information  that  we 
kept  on  file. 

We  decided  that  this  probably  wasn't  the  most  efficient  system, 
keeping  these  two  file  cabinets  and  what  we  really — with  our 
scarce  resources,  we  really  need  to  be  focusing  on  that  Number  1 
drawer,  msiking  candidate  conservation  agreements  with  people 
and  try  to  keep  those  off  the  list.  Those  are  the  ones  with  a  good 
foundation  of  scientific  evidence  showing  that  the  allegations  about 
declining  populations  are  true. 

Mr.  POMBO.  So,  are  those — the  ones  in 

Ms.  Beattie.  We  got  rid  of 

Mr.  POMBO.  [continuing] — Category  1,  were  those  peer  reviewed? 

Ms.  Beattie.  Those  will  be  peer  reviewed  if  they  are  listed.  We 
do  ask  scientists  about  them,  yes. 

We  ask  for  scientific  information  on  whether  people  have  found, 
whether  researchers  have  found 

Mr.  PoMBO.  So,  people  have  submitted  scientific  evidence  to  Fish 
and  Wildlife  and 

Ms.  Beattie.  For  Candidate  Is  so  that 

Mr.  POMBO.  For  Candidate  1. 

Ms.  Beattie.  Right.  Basically,  what- 


Mr.  POMBO.  Has  anybody  other  than  the  scientist  who  prepared 
that  outside  of  Fish  and  Wildlife  looked  at  and  determined  whether 
or  not  it  was  accurate? 

Ms.  Beattie.  On  Candidate  1? 

Mr.  POMBO.  Yes. 

Ms.  Beattie.  How  do  we — do  we  gather  up — ^the  answer  is  yes. 
We  get  input  from  the  states,  input  from  any  scientists  who  happen 
to  know  this  species  and  look  to  see  if  there  is  a  critical  mass  of 
information  that  says  good  scientific  infonnation  and  consensus 
that  says,  "Yeah,  we  think  there  is  some  concern  over  this  species." 
We  call  it  a  Candidate  1. 

Mr.  POMBO.  You  and  I  need  to  talk  about  this. 

Ms.  Beattie.  OK. 

Mr.  PoMBO.  And,  I  won't  put  you  through  this  right  now  at  a 
hearing.  But,  you  and  I  really  do  need  to  sit  down  and  talk  about 
this,  because  what  you  are  telling  me  is  totally  contradictory  to 
what  I  believe  is  actually  happening. 

So,  we  do  need  to  talk  about  this,  because  the — in  order  for  you 
to  do  what  you  just  said  you  are  doing,  I  do  not  believe  you  have 
the  budget  nor  do  you  have  the  manpower  to  achieve  what  you  just 
said  you  were  doing 

Ms.  Beattie.  Well,  as  I- 


Mr.  POMBO.  [continuing] — because  we  are  talking  about  several 
thousand  species.  And,  if  you  narrow  this  down  to  243,  you  are 
claiming  that  you  did  all  the  scientific  data  on  these  and  going 
down  to  the  243  you  are  saying  that  you  have  the  243  ready  to  go. 

Ms.  Beattie.  Mr.  Chairman,  let  me  state  it  differently.  On  the 
Category  2s,  we  simply  decided  that  it  was  not  efficient  use  of  our 
time  and  money  to  be  keeping  track  of  them,  because  we  don't 
have 
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Mr.  POMBO.  And,  what  percentage  of  the  total  4,100  or  whatever 
is  Category  2?  Half? 

Ms.  Beattie.  Three  thousand  eight  hundred.  And,  on  Category 
1,  I'm  saying  that  we  are  not  launching  a  research  project  out  of 
the  Fish  and  Wildlife  Service.  We  don't  do  that  pretty  much  in  any 
case. 

We  rely  on 

Mr.  POMBO.  So,  the  243  are  not  exactly  ready  to  go,  because  you 
have  not  done  all  the  scientific  data  to  verify  that  they  are  endan- 
gered or  threatened? 

Ms.  Beattie.  They — those  243  are  proposed  for  listing.  That's  not 
the  whole  list  of  candidate  species. 

Mr.  PoMBO.  I  know.  The  whole  list  is  4,000  something. 

Ms.  Beattie.  No,  no.  The  whole  list — we  just  got  rid  of  3,800  off 
that  list,  because  we  decided  it  wasn't  efficient  use  of  our  time. 

Mr.  PoMBO.  Well,  how  many  do  you  have  on  the  candidate  list 
now? 

Ms.  Beattie.  One  hundred  eighty-two. 

Mr.  PoMBO.  Where  did  the  243  number  come  from? 

Ms.  Beattie.  That's — those  are  the  species  that  were  proposed 
for  listing  when  the  moratorium  came  on,  that  were  ready  to  go 
through  the  listing  process  when  the  moratorium  was  imposed. 

Mr.  POMBO.  So,  that's  why  there's  two  different  numbers  that 
have  been  released? 

Ms.  Beattie.  Right. 

Mr.  POMBO.  So,  you  have  243  plus  184? 

Ms.  Beattie.  No,  183,  something  like  that. 

Mr.  PoMBO.  Whatever. 

Ms.  Beattie.  Yes.  But,  the  candidate  species,  Mr.  Chairman,  are 
treated  very  differently'. 

At  the  time,  we — I  should  also  say  that  we  don't  do  primary  re- 
search. We  rely  on  scientists  who  are  known  to  have  an  interest 
in  the  species.  We  rely  on  peer  reviewed  literature,  et  cetera. 

We  are  not  launching  a  research  project  on  183  species  of  our 
own,  using  our  own 

Mr.  POMBO.  That's  a  big  part  of  the  problem  with  the  way  the 
current  Act  is  working,  is  that  right  there,  because  you  allow  the 
ability  of  someone  with  a  vested  interest  in  a  species  being  listed 
to  be  the  one  who  puts  up  the  information.  And,  I  do  not  believe 
it's  being  accurately  peer  reviewed  nor  is  it  being  accurately  chal- 
lenged, in  that  there  are  things  that  end  up  on  the  list  or  the  can- 
didate list. 

And,  the  candidate  list  is  very  important,  because  a  lot  of  the 
things  that  you've  talked  about,  that  Mr.  Saxton  has  talked  about, 
would  afford  endangered  species  protection  to  those  which  are  on 
the  candidate  list,  because  now  we  are  talking  about  keeping  them 
from  becoming  threatened  or  endangered  so  we  are  going  to  begin 
to  afford  protection  to  species  which  have  not  gone  through  the  list- 
ing process  or  that  vetting  process.  Even  the  very  limited  amount 
of  peer  review  that  you  actually  do,  those  species  are  even  before 
that. 

And,  now  we  are  talking  about  affording  some  type  of  protection 
to  those.  So,  that  candidate  list  is  extremely  important  in  what  is 
on  there. 
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So,  in — I  mean,  I  didn't  want  to  get  into  all  of  this.  But,  what 
you  are  saying  is  important. 

Mr.  Miller.  Mr.  Chairman 

Ms.  Beattie.  Mr.  Chairman,  I  mean,  it  strikes  us  as  sort  of  emi- 
nently sensible,  since  we've  sat  here  and  talked  about  costs  all  day, 
to  try  and  put  some  effort  into  prevention. 

Mr.  POMBO.  Oh,  I  agree  with  you.  And,  if  you  would  read  my  bill, 
you  would  understand  that  I  do  agree  with  that  and  that  that  is 
important. 

Mr.  Miller. 

Mr.  Miller.  One  of  the — it  may  be  related  to  this,  but  it's  a  con- 
cern that  has  been  raised  among  my  constituents  in  some  cases,  is 
the  suggestion — and  I  don't  know  the  accuracy  of  it,  but  the  sug- 
gestion is  that  this  process  builds  on  itself.  Somebody  makes  a  rec- 
ommendation. You  take  a  look  at  this.  You  talk  to  other  people  who 
know  about  it. 

And,  you  get  a  list  of  concerns  saying,  'Teah,  we  think  that  this 
is  a  viable  candidate."  But,  if  you  don't  think  that,  maybe  the  door 
isn't  as  wide  open  for  those  who  might — you  know,  the  scientists 
who  might  think  otherwise  or  other  interested  parties  would,  how- 
ever you  would  want  to  classify  them. 

So,  then,  because  there  is  sort  of  a — let's  say,  a  positive  file  say- 
ing this  should  be  a  candidate  or  seriously  considered  or  whatever, 
that  that  sort  of  stays  on  there.  And,  then  all  of  a  sudden,  the 
Corps  and  others  start  moving  in  a  direction  that  suggests  they 
have  got  to  take  some  actions  with  respect  to  a  project  or  what 
have  you,  because  this  is  a  candidate. 

But,  what  we  really  don't  know,  at  that  same  time,  is  whether 
or  not  there  is  a  body  of  evidence  that  suggests  that  is  not  the  case, 
the  suggestion  being  there  is  sort  of  not  an  affirmative  call  for  evi- 
dence to  the  contrary. 

Ms.  Beattie.  In  terms  of  the  candidate  list? 

Mr.  Miller.  Yeah.  And,  then  all  of  a  sudden,  restrictions  and  ac- 
tions start  flowing  from  the  notion,  "Well,  we  have  an  obligation, 
because  this  is  really  a  strong  candidate." 

But,  maybe  that's  not  the  case.  That's  the  suggestion.  I  don't 
know  if  it's  accurate  or  not. 

Ms.  Beattie.  In  terms  of  our  peer  review  process,  generally  it  is 
as  thorough  as  we  can  make  it.  And,  we  do  call  for  opposing  opin- 
ions. 

And,  I  could  cite,  for  instance,  in  California  a — I  wish  I  could  re- 
member the  name  of  the  fish,  but  a  dart  or  whatever  was  rejected 
under  opposing  opinions  because  some  said  that  there  were  other 
populations. 

Mr.  Miller.  Is  that  the  ordinary — excuse  me  for  taking  your 
time,  but  is  that  the  ordinary  course  of,  you  know,  the  method  of 
operation  here? 

Ms.  Beattie.  It  certainly  is  in  the  listing  process.  And,  I'm  going 
to  ask  somebody  behind  me  to  kick  me  in  terms  of  the  candidate 
process.  I'm  not  as  familiar  with  it. 

I  can  tell  you,  however,  that  I  believe  everybody  seated  to  my  left 
or  their  organizations  have  signed  a  cooperative  agreement  on  can- 
didate conservation.  That  has  worked  very  well  in  terms  of  doing 
that. 
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It  doesn't  address  your  concern  about  whether  or  not  we  are  able 
to — because  we  actually  go  to  work  on  candidates,  which  is  the 
point  you  are  making,  whether  we  do  thereby  stifle  or  not  invite 
opposing  opinions. 

Mr.  POMBO.  Reclaiming  my  time,  I  think  that  that's  part  of  the 
danger  of  what  you  are  talking  about.  And,  that  is — I  mean,  this 
is  not  a  quick  fix.  This  is  not  an  administrative  fix.  This  is  not 
something  that  you  can,  you  know,  wave  an  executive  order  over 
and  change. 

But,  to  do  what  you  are  really  talking  about  doing  requires  a  bill 
like  H.R.  2275  to  accomplish.  And,  I  realize  that  there  are  things 
in  there  that  you  don't  like  and  that  we  will  disagree  on. 

But,  it  requires  that  kind  of  a  fundamental  change  in  order  to 
achieve  what  you  are  talking  about  doing.  I  mean,  all  the  things 
that  you  have  brought  up  and  that  this  panel  has  brought  up  are 
the  same  things  that  we  battled  with  in  trying  to  come  up  with  a 
way  to  make  the  Endangered  Species  Act  work. 

It's  the  problems  that  people  have  brought  up,  that  our  constitu- 
ents have  brought  up  to  us  over  the  past  several  years.  It's  all  of 
these  things  that  fundamentally  have  to  be  changed. 

Money  is  a  big  part  of  this  whole  equation.  And,  in  our  bill,  we 
put  more  money  into  it,  because  we  know  that  you  are  going  to 
nave  to  spend  the  money  in  order  to  do  that. 

And,  the  question  is  going  to  be  whether  or  not  we  can  make  this 
thing  work  so  it  has  the  fundamental  support  of  those  that  are 
being  regulated  so  that  we  can  go  in  and  say  this  is  a  worthwhile 
project  that  needs  to  be  funded. 

Ms.  Beattie.  Congressman,  to  the  change  in  the  review  of  the 
peer  review  of — excuse  me.  The  change  in  the  peer  review  of  can- 
didate species  could  be  done  administratively. 

Mr.  PoMBO.  Well 

Ms.  Beattie.  We  wouldn't  need  a 


Mr.  PoMBO.  [continuing] — I  would  argue  with  you  that  what  you 
are  doing  administratively  is  not  peer  review.  It  is  better  than 
what  was  being  done,  but  it  is  not  a  true  peer  review  nor  is  it  an 
accurate  way  of  determining  whether  or  not  the  science  you  are 
using — I  mean,  when  we  sat  down  and  tried  to  draft  peer  review 
language,  I  spent  a  lot  of  time  with  people  in  the  Administration 
who  are  scientists  asking  them  what  is  an  accurate  way  to  peer  re- 
view this  kind  of  science. 

And,  that's  what  we  tried  to  reflect.  And,  I  don't  believe  that 
what  is  currently  happening  could  honestly  be  called  peer  review, 
in  the  same  respect  that  these  scientists  told  me,  "This  is  what 
should  be  done  to  determine  whether  or  not  that's  good  science." 

I  mean,  I  £im  way  over  time.  And,  I  would  like  to  talk  to  you 
about  that. 

Ms.  Beattie.  I  would  be  happy  to. 

Mr.  POMBO.  When  you — I'm  glad  to  see  you  here.  And,  when 
you've  got  an  opportunity,  I  would  like  to  do  that. 

And,  to  the  rest  of  the  panel,  thank  you  very  much  for  taking  the 
time  to  come  in  and  testify. 

I  would  like  to  call  up  the  second  panel.  I  apologize  for  the  length 
of  the  hearing  up  to  this  point,  but  it  is  an  extremely  important 
topic. 
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If  the  second  panel  would  come  forward.  If  you  would  take  your 
seats,  we  could  get  started. 

I  want  to  apologize  for  the  lengthy  first  panel.  I  do  appreciate 
you  being  here.  And,  I  appreciate  you  sticking  around. 

So,  if  you  would  like  to  start,  the  floor  is  yours,  Mr.  Mazour. 

STATEMENT  OF  DAVID  F.  MAZOUR,  CO-CHAIR,  ESA  TASK 
FORCE,  NATIONAL  WATER  RESOURCES  ASSOCIATION;  AC- 
COMPANIED BY  WILLIAM  T.  PITTS 

Mr.  Mazour.  Thank  you,  Mr.  Chairman.  My  name  is  Dave 
Mazour.  I  am  with  the  Central  Nebraska  Public  Power  and  Irriga- 
tion District. 

And,  behind  me  is  Tom  Pitts,  with  the  Colorado  Water  Congress. 
And,  we  appreciate  the  chance  and  the  opportunity  to  come  here 
before  you  and  testify  on  behalf  of  the  National  Water  Resources 
Association. 

Tom  and  I  are  members  of  the  Association's  Endangered  Species 
Act  Task  Force.  We  are  co-chairs. 

And,  NWRA,  as  you  probably  realize,  represents  17  western 
states  and  water  users  in  those  17  western  states.  Our  members 
provide  water  for  municipal,  industrial  and  agricultural  purposes. 
Our  members  seek  to  do  that  in  an  efficient  and  environmentally 
sound  way. 

Now,  National  Water  Resources  Association  supports  the  goal  of 
the  Endangered  Species  Act.  We  feel  that  conservation  and  protec- 
tion of  wildlife  species  and,  in  particular,  endangered  species  is  a 
very  worthwhile  national  goal. 

We  also  feel  that  cost  effectiveness  and  sound  science  are  fun- 
damental to  the  protection  and  a  long-term  enduring  program.  Un- 
fortunately, we  are  seeing  in  our  areas  that  people  are  losing  con- 
fidence in  the  Act  and,  in  particular,  the  way  it's  being  imple- 
mented. 

Some  of  our  members  have  been  saddled  with  Endangered  Spe- 
cies Act  requirements  that  are  costing  millions  of  dollars  that  are 
providing  little  or  marginal  benefits.  We  feel  that  the  root  cause  of 
this  problem  is  that  all  Federal  actions  are  subordinated  to  the  En- 
dangered Species  Act. 

That  involves  Federal  permits.  Federal  licenses  which  our  par- 
ticular district  is  going  through,  loans  and,  yes,  even  the  operation 
of  Federal  dams.  Operational  plans  are  subject  to  Section  7  con- 
sultation. 

It  seems  that  the  Endangered  Species  Act  has  given  absolute 
power  to  the  Fish  and  Wildlife  Service  and  to  Marine  Fisheries.  We 
find  that  it  does  not  require  some  of  the  balancing  of  Federal  re- 
sponsibilities. 

It  doesn't  require  the  application  of  sound  science.  And,  most  of 
all,  it  does  not  require  the  consideration  of  economic  or  environ- 
mental impacts. 

We  feel  that  really  the  American  people  and  Congress  are  faced 
really  with  two  choices.  We  can  have  an  Endangered  Species  Act 
that  is  positive  and  constructive  and  one  that  permits  economic  ac- 
tivity to  proceed  in  compliance  and  also  with  protection  of  threat- 
ened and  endangered  species  or  we  can  see  one,  on  the  other  hand. 
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that  impedes  and  thwarts  the  economic  activity  and  puts  a  great 
burden  of  cost  on  our  citizens  with  Httle  or  no  benefit. 

And,  it's  our  perception  that  the  latter  of  those  two  is  what  is 
happening  right  now. 

In  the  testimony  that  I  have  provided  in  advance,  there  are  some 
examples  from  six  states  of  specific  examples  of  ESA  requirements 
and  the  costs  associated  with  those.  When  the  question  was  raised 
by  Chairman  Young  on  costs,  Tom  Pitts,  my  co-chair,  did  some 
quick  arithmetic  to  try  and  tabulate  those  costs.  And,  we  come  up 
with  a  number  of  annual  costs  from  those  examples  in  those  six 
states,  and  they  don't  include  everything,  but  $800  million  per 
year. 

Capital  costs  are  between  $300  and  $1.3  billion.  I  think  there  are 
two  points  from  those  examples. 

And,  I  can  speak  to  those  in  Nebraska,  but  I  cannot  speak  to 
those  very  well  in  the  other  states.  But,  there  are  two  points  that 
I  think  would  be  raised  when  you  look  at  those. 

First  of  all,  the  costs  are  extremely,  extremely  high.  And,  sec- 
ondly, the  benefits,  in  many  cases,  are  questionable. 

And,  what  are  we  getting  for  the  dollars  that  are  spent?  It  seems 
that  in  Nebraska,  in  those  two  exam.ples  that  I  cited,  because  we 
are  using  recommendations  of  the  Fish  and  Wildlife  Service  rather 
than  subjecting  the  recommendations  to  a  more  thorough  scientific 
scrutiny,  we  are  getting  less  benefit  for  the  habitat,  less  benefit  for 
the  species  at  a  greater  cost. 

The  districts  have  tried  some  things  on  an  experimental  basis  for 
the  protection  of  terns  and  plovers.  Our  work  and  our  proposals 
work  better,  costs  less,  produce  more  for  the  species.  But,  yet  they 
are  resisted  by  the  Fish  and  Wildlife  Service. 

In  summary,  I  would  like  to  say  that  the  Endangered  Species 
Act,  we  believe,  can  be  rewritten  in  a  way.  The  House  bill  is  an 
extremely  good  bill. 

We  feel  that  changes  in  the  Act  need  to  address  it  from  an  insti- 
tutional way  so  that  institutionally  it  will  facilitate  good,  sound  de- 
cisions and  the  development  of  reasonable  decisions  that  are  based 
on  strong  science  and  find  ways  to  institutionally  change  the  bill 
so  that  it  will  promote  cost-efiiective  measures  for  the  protection  of 
the  species.  Currently,  we  don't  feel  that's  occurring  right  now. 

And,  we  would  encourage  this  Committee  to  proceed  with  enact- 
ment of  the  ESA  reform  bill.  Thank  you  very  much. 

[Statement  of  Mr.  Mazour  and  Mr.  Pitts  may  be  found  at  end  of 
hearing.] 

Mr.  POMBO.  Thank  you.  Mr.  Hunter. 

STATEMENT  OF  JOE  HUNTER,  EXECUTIVE  DIRECTOR,  COLO- 
RADO RIVER  ENERGY  DISTRIBUTORS  ASSOCIATION,  SALT 
LAKE  CITY,  UTAH. 

Mr.  Hunter.  Thank  you,  Mr.  Chairman.  I  would  ask  that  my  en- 
tire statement  be  submitted  for  the  record.  And,  I  will,  in  the  inter- 
est of  time,  try  to  dramatically  summarize  here. 

The  Colorado  River  Energy  Distributors  Association  represents 
more  than  100  consumer-owned  electric  systems  in  Arizona,  Colo- 
rado, Nevada,  New  Mexico,  Utah  and  Wyoming.  Combined,  these 
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members  distribute  more  than  80  percent  of  the  electricity  gen- 
erated by  the  Colorado  River  Storage  Project. 

That  project  consists  essentially  of  five  Federal  dams  in  the 
Upper  Colorado  River  basin  and  the  associated  generators,  trans- 
mission, et  cetera. 

As  was  discussed  with  the  first  panel,  the  implementation  of  the 
Endangered  Species  Act  affects  hydro  power  really  in  a  couple  of 
ways.  The  first  way,  which  is  perhaps  the  most  easily  identified, 
is  when  the  Federal  agencies — in  our  case,  the  Bureau  of  Reclama- 
tion— engage  in  Endangered  Species  Act  research  activities,  recov- 
ery planning,  et  cetera,  and  ascribe  those  costs  to  their  own  budg- 
ets. 

In  fact,  to  the  extent  they  are  deemed  part  of  the  operation  of 
the  project,  those  costs  are  recouped  primarily  through  the  sale  of 
power.  In  the  case  of  the  Colorado  River  Storage  Project,  power 
sales  cover  all  of  the  costs  of  generating  power,  a  portion  of  the 
joint  costs  and  in  excess  of  90  percent  of  the  costs  of  irrigation. 

So,  in  essence,  if  the  project  incurs  a  cost  in  the  name  of  endan- 
gered species  recovery,  protection,  whatever,  it  finds  its  way,  by 
law,  into  the  rates  that  the  people  I  represent  pay  for  power  and, 
more  importantly,  their  consumers.  So,  you  do  have  those  direct 
costs. 

The  far  more  ominous  costs,  from  our  standpoint — and,  again, 
you  heard  some  of  this  in  the  discussion  with  the  folks  from  Bonne- 
ville this  morning — are  the  costs  of  lost  generation.  The  most  popu- 
lar and  most  attractive  option  quite  often,  when  we  are  talking 
about  fishes,  as  we  are  usually  in  the  Colorado  River,  is  to  re-oper- 
ate the  dams,  to  alter  the  way  they  are  operated  from  historic  oper- 
ations to  provide  specific  flows  at  specific  times  for  the  species. 

Given  the  way  most  western  river  basins  are  operated,  and  par- 
ticularly the  Colorado  River,  whenever  you  make  those  kinds  of 
changes,  you  will  have  an  impact  on  the  value  and,  in  most  cases, 
the  amount  of  hydro  power  that  is  produced.  There  are  very  real 
costs  attached  to  those  changes. 

And,  in  our  case,  particularly  in  the  Colorado  River,  we  frankly 
have  very  little  input  as  to  how  those  changes  are  made.  We  wait 
to  see  what  the  process  produces  in  terms  of  an  operational 
scheme.  And,  then  we  incur  the  cost. 

I  will  give  you  a  couple  of  examples.  Right  now,  at  Flaming 
Gorge  Dam  in  northern  Utah,  which  is  part  of  the  Colorado  River 
system,  the  dam  has  been  operated  for  the  past  several  years  es- 
sentially for  the  benefit  of  four  endangered  fishes. 

There  is  a  program  called  the  Recovery  Implementation  Program 
for  endangered  fishes  of  the  Colorado  River.  So,  we  have  a  hydro- 
electric dam  that  essentially  has  been  operated  for  the  benefit  of 
those  fishes. 

First  of  all,  we  had  to  do  several  years  of  research  to  test  various 
flows  in  order  to  prepare  the  biological  opinion  under  which  the 
dam  would  then  be  operated.  The  annual  cost — and  I  have  these 
numbers  in  my  testimony — for  that  activity  was  about  $5  million 
a  year,  the  economic  cost. 

Then,  we  ended  up  with  a  biological  opinion,  which  dictated  the 
flows  we  are  now  operating  under.  The  annual  estimated  cost  of 
those  flows  will  be  about  $2  million  a  year. 
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And,  as  I  point  out  in  my  written  testimony,  11  years  and  $45 
million  later,  we  still  don't  know  how  Flaming  Gorge  Dam  is  going 
to  be  operated  in  the  future  and  what  those  costs  will  be. 

Another  example  can  be  found  at  Glen  Canyon  Dam.  A  lot  of  you 
saw  the  publicity,  I'm  sure,  related  to  the  recent  spike  flow  there. 

I  want  to  make  it  very  clear  that  what  I'm  tailing  about  right 
now  is  not  that  spike  flow.  What  I  am  talking  about  are  changes 
in  the  operation  of  Glen  Canyon  Dam  that  have  been  called  for 
under  a  biological  opinion  that  would  require  five  years  of  research 
flows,  that  would  essentially  flatten  the  river  according  to  season 
for  the  benefit,  specifically,  of  the  endangered  fish. 

This  is  separate  and  apart  from  the  changes  we've  already  un- 
dertaken at  Glen  Canyon  Dam  for  other  environmental  values,  in- 
cluding the  spike  flow  that  you  saw  a  couple  of  weeks  ago.  Again, 
it's  in  my  testimony,  but  the  grand  total  of  five  years  of  such  flows 
would  be  roughly  $395  million,  again  costs  that  would  find  their 
way  directly  into  the  rates  our  consumers  pay  for  power. 

Thank  you,  Mr.  Chairman.  I  will  be  happy  to  answer  any  ques- 
tions. 

[Statement  of  Mr.  Hunter  may  be  found  at  end  of  hearing.] 

Mr.  POMBO.  Thank  you.  Mr.  Stovall. 

STATEMENT  OF  JOHN  F,  STOVALL,  GENERAL  COUNSEL,  KERN 
COUNTY  WATER  AGENCY  FOR  THE  ASSOCL^TION  OF  CALI- 
FORNL^  WATER  AGENCIES,  BAKERSFIELD,  CALIFORNL^ 

Mr.  Stovall.  Yes,  Mr.  Chairman.  Thank  you.  If  you  will  forgive 
me  a  personal  comment,  it's  quite  a  nice  place  you've  got  here. 

I  haven't  heard  anyone  say  that.  But,  for  those  of  us  from  outside 
the  Beltway,  it's  a  very  impressive  place  you  work  in  and  a  very 
important  task  you  are  engaged  in.  I  appreciate  the  opportunity  to 
be  here  to  discuss  these  things  with  you. 

Mr.  PoMBO.  Well,  this  place  is  as  much  yours  as  it  is  mine.  So, 
enjoy  it. 

Mr.  Stovall.  It  sounds  good.  It's  ours.  It's  ours. 

I  am  here  on  behalf  of  the  Association  of  California  Water  Agen- 
cies. I  am  actually  counsel  for  the  Kern  County  Water  Agency  and 
also  the  Chairman  of  the  Legal  Committee  of  the  State  Water  Con- 
tractors. I  am  here  today  because  I'm  the  Chairman  of  the  Endan- 
gered Species  Work  Group  for  the  Association  of  California  Water 
Agencies. 

The  main  point  we  would  like  to  make  and  I  think  to  leave  you 
with  relates  to  a  statement  that  has  been  attributed  to  Yogi  Berra, 
as  a  lot  of  statements  have.  One  of  his  comments  was,  "It  ain't  over 
'til  it's  over." 

I  think  one  of  our  main  problems  with  the  Endangered  Species 
Act  is  you  never  know  what  the  cost  of  a  project  you  are  engaged 
in  is  going  to  be.  It  really  isn't  over  because  the  Endangered  Spe- 
cies Act  and  the  Federal  agencies  enforcing  that  Act  can  always 
ask  for  additional  costs.  In  fact,  in  our  area,  the  Endangered  Spe- 
cies Act  is  often  referred  to  as  the  mother  of  all  unfunded  man- 
dates. 

I  think  what  you've  heard  today  sort  of  emphasizes  that.  I've 
quoted  a  number  of  different  examples  of  the  costs  that  have  been 
imposed  on  the  California  Water  Agencies  in  my  written  testimony. 
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so  I  won't  repeat  those  here  but  would  be  glad  to  answer  any  ques- 
tions you  might  have  about  them. 

What  I  would  really  like  to  focus  on  is  this  idea  that  local  govern- 
ments, such  as  our  water  agencies,  make  what  we  consider  to  be 
huge  investments  for  the  public  good  in  our  areas.  In  the  case  of 
water  agencies,  that's  water  supply  projects  and  flood  control 
projects.  And,  we  have  this  continuing  problem  that  the  costs  of 
those  projects  are  never  fully  known,  because  there  is  this  repet- 
itive Mnd  of  process  where  wildlife  agencies  come  in  and  ask  for 
additional  money.  It's  very  difficult  for  us  to  deal  with,  because  we 
create  a  funding  structure  to  fund  particular  infrastructure  im- 
provements— and  you  line  up  the  ways  of  paying  for  that^ — and 
then  along  comes  smother  requirement  that  adds  additional  costs. 

It's  difficult  for  us  to  deal  with  those  things.  It's  even  more  dif- 
ficult for  our  constituents  when  they  may  be  engaged,  for  example, 
in  family  farming,  and  those  costs  come  along. 

It's  not  only  difficult  if  they  can't  pay  those  costs,  they  are  forced 
to  walk  away  from  a  family  farm;  it  becomes  a  tragedy. 

Yet  we  are  here  today  seeking  ways  to  break  the  kind  of  impasse 
that  has  developed  around  ESA  reform.  What  I  would  like  to  em- 
phasize is  just  a  few  key  points.  We  have  set  out  a  number  of  other 
points  in  the  written  testimony,  which  I  won't  repeat  here. 

The  key  points  I  would  like  to  discuss  with  you  are.  Number  one, 
as  important  as  this  hearing  is  and  as  appreciative  as  I'm  sure  we 
all  are  of  your  interests  in  finding  out  what  these  costs  are,  it  is 
reflective  in  a  way  of  a  failure  of  the  system. 

I  was  up  here  last  year  talking  to  a  staffer  on  the — well,  I  won't 
identify  the  staffer — talking  about  the  need  for  reform.  His  com- 
ment to  me — it  certainly  wasn't  anyone  on  this  Committee —  was, 
"Well,  you  can't  expect  us  to  legislate  based  on  anecdote."  That 
kind  of  irritated  me  at  the  time.  But,  in  thinking  about  it,  I  became 
even  more  irritated,  because  it  struck  me:  well  whose  responsibility 
is  it  really  to  keep  track  of  these  costs?  It  should  be  the  agencies. 

Rather  than  the  kind  of  information  that  we  are  gathering  now 
on  the  true  costs,  which  are  the  costs  to  the  public,  the  costs  to 
local  governments,  of  this  Act,  there  should  be  a  systematic  way  of 
keeping  track  of  those  costs.  I  noticed  a  fellow  from  the  Corps 
seemed  to  have  a  pretty  good  way  of  keeping  track  of  the  costs  that 
he  incurred.  It  seems  to  me  that  the  Fish  and  Wildlife  Service 
should  also  keep  track  of  those  costs.  There  should  be  a  record  of 
the  kinds  of  demands  that  they've  made  on  public  agencies  and  pri- 
vate persons  for  compensation  in  the  way  of  land  or  money,  or  pay- 
ments for  trust  funds,  and  the  kinds  of  costs  that  are  incurred  in 
attorneys  fees  and  consultants  fees,  so  that  those  could  be  then 
scored  by  the  Congressional  Budget  Office  or  the  Office  of  Manage- 
ment and  Budget  so  that  all  of  those  costs  could  easily  be  tracked. 

I  think  we  would  be  very  surprised  at  what  those  costs  are.  I  no- 
tice I  have  run  out  of  time,  so  I  will  stop  there.  If  there  were  one 
thing  that  came  out  of  this  hearing,  I  would  certainly  love  to  see 
that  as  a  systematic  way  of  tracking  all  of  these  costs,  not  just  the 
salaries  of  the  enforcer  because  that's  a  very  minimal  part  of  it.  It's 
the  impact  on  the  people  that  the  enforcer  is  dealing  with  that  real- 
ly is  significant  here. 

[Statement  of  Mr.  Stovall  may  be  found  at  end  of  hearing.] 
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Mr.  POMBO.  I  think  that's  probably  a  very  good  way  to  put  it,  in 
that  you  can't  just  determine  the  cost  of  a  program  by  the  salary 
of  the  enforcer.  And,  that's  a  big  part  of  the  problem. 

Yes,  sir,  Mr.  Sharp. 

STATEMENT  OF  SAM  SHARP,  SUPERVISOR,  IMPERIAL  COUNTY, 
CALIFORNIA,  REPRESENTING  SOUTHERN  CALIFORNIA  AS- 
SOCIATION OF  GOVERNMENTS 

Mr.  Sharp.  Mr.  Chairman  and  honorable  Members  of  Congress, 

1  am  Sam  Sharp,  Supervisor  of  Imperial  County,  southern  Califor- 
nia. I  am  here  on  behalf  of  the  Southern  California  Association  of 
Governments,  SCAG,  which  is  the  metropolitan  planning  organiza- 
tion for  a  six  county  region  and  the  largest  council  of  governments 
in  the  nation. 

I  am  a  member  of  SCAG's  70  member  Regional  Council  that  is 
composed  of  county  supervisors,  mayors  and  city  council  members 
from  the  Counties  of  Los  Angeles,  Orange,  Riverside,  Ventura,  San 
Bernardino  smd  Imperial.  I  am  a  member  of  the  Energy  and  Envi- 
ronment Committee. 

And,  I  also  represent  SCAG  as  an  appointee  to  the  Governor's 
Committee  on  Biodiversity.  And,  I  also  sit  as  a  Federal  appointee 
on  the  Desert  Advisory  Council. 

I  am  going  to  submit  written  testimony,  and  I  just  want  to  make 
some  salient  points  here  and  move  on. 

The  Energy  and  Environment  Committee  has  devoted  a  great 
deal  of  time  this  past  year  reviewing  the  Endangered  Species  Act 
reauthorization  issues.  And,  Mr.  Chairman,  I  would  submit  that  it 
is  a  region  that  is  highly  supportive  of  endangered  species,  but 
working  through  the  committee  assignments  and  finally  on  to  the 
Regional  Council,  we  found  that  there  were  multiple  problems  with 
the  Act  as  it  now  is  presented. 

And,  in  our  review  and  some  testimony  that  we  presented  to  you 
some  months  ago,  in  the  Regional  Council  we  had  a  vote  of  57  to 

2  to  support  our  position  on  reviewing.  And,  the  main  issues,  of 
course,  were  on  the  "take"  of  private  property  without  just  com- 
pensation and  the  peer  review. 

We  have  multiple  problems  with  that,  because  we,  in  our  own 
area,  see  abuses  that  the  peers  have  never  addressed  in  10  years 
of  our  endeavor  to  get  them  to  acknowledge  that  there  is  a  problem 
with  some  of  their  original  assessments. 

We  have  counties,  such  as  Riverside,  where  they  have  already 
put  away  $120  million  for  the  mitigation  of  one  rat,  the  Stephens' 
Kangaroo  rat.  And,  that's  not  enough. 

And,  they  are  also  faced  with  multiple  other  endangered  species 
potential.  We,  in  Imperial  County,  it's  a  low  desert  area.  Much  of 
our  area  is  below  sea  level,  but  we  also  have  a  tremendous  number 
of  endangered  species,  potential. 

And,  we  see  contradictory  Federal  law  right  now  that  keeps  these 
species  from  being  able  to  return,  such  as  the  wild  horse  protection 
which  covers  the  burro  and  the  burro  is  in  direct  competition  to  the 
Big  Horn  sheep.  We  see  the  other  species  that  have  the  same  prob- 
lem. 
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And,  so  we  are  hoping  in  the  moratorium  period  that  there  are 
going  to  be  some  looks  at  those  issues.  But,  we  didn't  see  anything 
come  about  that,  indeed,  would  have  helped  us  out  on  that. 

We  believe  that  a  multi-species  habitat  preservation  approach 
should  be  the  way.  We  find  that  if  you  take  one  potential  species 
at  a  time — in  our  county  alone,  when  you  take  out  a  half  a  million 
acres  of  farm  ground  that  is  intensively  farmed,  the  Salton  Sea 
which  is,  of  course,  available  to  some  of  the  endangered  species — 
we  have  275,000  acres  of  military.  We  just — ^when  you  take  the 
desert  tortoise  out,  that  potential  area  out  and  the  desert  protected 
area  out,  there's  nothing  left. 

Imperial  County  has  an  unemplo3mient  rate  right  at  this  minute 
of  26  percent.  And,  it  ranges  to  33.7  percent. 

We  are  highly  dependent  upon  recreation  to  help  us  with  our 
economy.  And,  we  are  also — 25  percent  of  our  property  tax  comes 
from  mining  and  geothermal.  And,  these  are  being  very  drastically 
affected  by  the  continuation  of  desert  protection,  the  endangered 
species  and  whatever,  the  next  one  down  the  line. 

And,  we  are  extremely  apprehensive  about  our  economy.  I  see  I 
am  about  out  of  time,  but  we  do  have  an  area  that  is  supportive 
but  they  have  some — as  indicated  by  our  vote  at  SCAG,  they  have 
some  very  severe  reservations  about  the  program  as  now  presented. 

And,  we  would  certainly  like  this  Committee  to  review  our  rec- 
ommendations, because  we  will  be  so  highly  impacted  by  the  En- 
dangered Species  Act.  Fifty-eight  percent  of  our  private  property 
has  a  potential  of  being  listed  under  the  Endaingered  Species  Act. 
And,  that's  pretty  drastic. 

And,  we  certainly  appreciate  you  are  here  today.  And,  we  would 
certainly — we  have  an  open  space  in  conservation  element  that  we 
will  send  to  you  and  also  that  just  became  available  today,  a  docu- 
ment from  the  Growth  Management  Institute. 

And,  it  is  the  "Bio  Life  Conservation  Economic  Development  Dia- 
logue for  the  Southern  California  Area."  And,  we  will  certainly 
make  copies  and  return  them  to  you  post  haste. 

[Statement  of  Mr.  Sharp  may  be  found  at  end  of  hearing.] 

Mr.  POMBO.  And,  I  would  appreciate  that.  I  would  like  to  have 
a  copy  of  that. 

Mr.  Sharp,  between  you  and  Mr.  Stovall,  it's  probably  two  of  the 
most  impacted  areas  in  the  country  when  it  comes  to  endangered 
species  and  just  the  sheer  number  of  species  that  you  have  to  deal 
with.  And,  I  know  that  cost  has  been  a  major  factor  in  a  lot  of  the 
decisions  you've  had  to  make. 

As  a  local  elected  government  official,  you  have  had  to  determine 
what  your  development  fees  are  going  to  be  based  upon  what  the 
costs  are  to  the  county  of  developing.  It's  my  understanding  that 
you  have  had  to  reflect  some  of  the  costs  of  endangered  species  in 
the  price  of  new  homes,  in  the  price  of  developing  in  your  area,  as 
we  have  in  mine. 

Mr.  Sharp.  Mr.  Chairman,  we  have  to  do  that.  Our  county  is  in 
such  bad  financial  shape  that  when  we,  last  year,  had  to  turn  down 
an  immunization  program  for  infants  because  we  did  not  have  the 
match,  you  can  see  how  drastic  our  situation  is. 
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And,  endangered  species,  I'm  sorry  to  say,  isn't  that  high  up  on 
the  list  when  we  have  to  make  that  kind  of  decision.  There  were 
five  supervisors  that  went  out  of  that  meeting  crying. 

And,  I  will  tell  you.  It's  not  good  to  be  poor.  And,  when  we  see 
Riverside  with  $130  million  already  invested  in  one  species  and  our 
entire  yearly  budget  is  only  $150  million  plus  the  part  that  we  con- 
trol is  $21  million.  So,  there  is  not  a  whole  lot  there. 

And,  it  is  being  passed  on  to  development  and  the  mines.  And, 
hopefully,  we  won't  push  them  out  of  the  region  because  the  ex- 
pense of  operation  is  getting  such  that 

Mr.  POMBO.  But,  what  you  are  telling  me  is  it  has  impacted — 
it  has  impacted  other  parts  of  your  budget  as  well.  I  understand 
in  a  county  in  California,  a  very  small  percentage  of  your  budget 
is  discretionary. 

In  my  county,  it's  about  15  percent  that  is  discretionary.  The  rest 
of  it  is  Federal  or  state  mandate,  how  you  are  going  to  spend  it. 

And,  I  would  imagine  that  at  Imperial  that  it's  not  much  dif- 
ferent than  that,  because  we  have  similar  unemployment  rates  and 
similar  problems.  So,  I  would  assume  that  to  be  true. 

So,  that — the  cost  of  implementing  an  endangered  species  pro- 
gram is  a  mandate  from  the  Federal  Government.  And,  that  takes 
away  from  the  discretionary  spending  that  you  have. 

Mr.  Sharp.  You  are  right.  And,  Mr.  Chair,  in  our — in  the  SCAG 
recommendation,  we  felt  that  we — as  you  mentioned,  we  are  really 
on  the  cutting  edge  of  the  endangered  species  cost,  as  is  Kern 
County.  And,  we  strongly  feel  that  if  this  is  a  national  priority  and 
a  state  priority  that  those  two  entities  should  be  there  with  their 
checkbook  and  help  us  out. 

It's  very  easy  to  live  in  a  metropolitan  area  and  be  supportive  of 
the  Endangered  Species  Act,  because  there's  very  little  expense 
that  is  going  to  be  coming  out  of  their  pocket.  And,  if  you  want  to 
become  a  member,  we  say,  "Bring  your  pocketbook  with  you  in  the 
form  of  Federal  support  or  state  support." 

As  you  well  know,  California  has  endangered  species  regulations 
that  are  even  tougher  than  the  Federal  Act.  And,  so  we  really  have 
a  double  whammy. 

Mr.  POMBO.  In  speaking  with  some  of  the  guys  that  we  are  deal- 
ing with,  the  gnatcatcher  on  the  coast,  they  told  me  that  the  pri- 
vate cost  was  going  to  approach  $1  billion,  not  the  state  or  local 
government  nor  the  Federal  Grovernment  but  the  private  cost  was 
going  to  approach  $1  billion  before  they  were  done. 

And,  that  would  have  to  be  absorbed  into  that  economy  in  a  very, 
very  small  region  of  the  country. 

Mr.  Sharp.  We  see  that.  And,  I  don't  have  those  figures  for  you, 
Mr.  Chairman,  but  we  see  it  in  the  small  programs  that  we  have 
going. 

We  are  in  the  process  right  now  of  permitting  a  regional  waste 
by  rail  project.  And,  this  site  is  going  to  be  on  the  footprint  of  an 
old  mine — of  a  mine  that's  existing  right  now. 

So,  there  is  very  little  additional  environmental  work  that  should 
have  been  necessary.  But,  we  watched — this  has  been  going  into 
the  sixth  year  and  we  are  looking  at  two  more  years,  because  one 
government  agency  won't  sign  before  the  other  and  the  other  one 
won't  sign  before  that  one  does. 
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And,  it  just  goes  on  and  on.  And,  in  the  meantime,  this  is  a  facil- 
ity that  is  needed  by  the  metropoHtan  area  of  Los  Angeles. 

And,  we  are  looking  forward  to  using  part  of  that  money  stream 
to  take  care  of  our  environmental  problems.  But,  until  that  hap- 
pens, we  don't  have  the  money. 

Mr.  POMBO.  Mr.  Stovall,  in  your  experience — and  something  that 
you  said  made  me  think  of  this.  If  the  environmental  cost,  the  en- 
dangered species  cost,  drives  up  the  cost  of  irrigation  water  to  the 
point  where  the  people  that  are  using  it  can  no  longer  afford  to 
farm,  that's  not  included  in  any  of  these  costs  that  we've  talked 
about. 

I  mean,  the  actual  costs  may  be  very,  very  small  when  you  look 
at  it.  But,  that  person  just  lost  their  ranch  and  all  their  future  in- 
come and  everything  else. 

And,  that's  not  considered  in  any  of  these  costs.  And,  quite  frank- 
ly, we  tried  to  find  out  what  the  national  costs  were  on  the  private 
sector  of  the  Endangered  Species  Act. 

And,  nobody  has  any  idea. 

Mr.  Stovall.  I  think  that's  absolutely  correct,  Mr.  Chairman. 
We've  had  instances. 

I  think  when  you  were  out  to  Kern  County,  there  was  a  fellow 
there  who  testified  about  the  loss  of  his  farm,  as  all  of  these  im- 
pacts came  down  on  him  and  finally  he  just  couldn't  do  it  anymore. 
And,  it's  that  kind  of  tragedy  that  really  isn't  accounted  for  any- 
where at  this  point. 

Mr.  PoMBO.  Your  unemplo5ntnent  rates  in  your  area  have  to  be 
in  the  low  20's. 

Mr.  Stovall.  Right.  We — in  Kern  County  itself,  actually  because 
we  have  a  large  groundwater  basin,  we  are  a  little  bit  under  20. 
But,  along  the  west  side  of  not  only  Kern  County  but  also  the 
neighboring  counties,  where  they  have  no  groundwater  basin  to 
rely  on  as  a  kind  of  regulating  mechanism,  those  areas  were  expe- 
riencing certainly  in  the  20's. 

I  believe  in  Coalinga,  in  that  vicinity,  in  the  drought,  we  had  un- 
employment rates  approaching  40  percent.  Our  fear  is  that  the  En- 
dangered Species  Act  not  become  a  kind  of  permanent  regulatory 
drought  that  impacts  those  areas  to  the  same  degree. 

Mr.  PoMBO.  Aiid,  that  is  directly  attributable  to  the — I  mean,  we 
have  always  had  a  relatively  high  unemployment  rate  in  the  valley, 
in  California.  These  very  large  numbers  is  what  we've  seen  since 
the  regulatory  drought  took  effect  and  we  had  the  problems  with 
delivery  of  irrigation  water. 

And,  from  all  of  the  implications  that  I've  seen,  that  can  be  di- 
rectly attributed  to  the  Endangered  Species  Act  and  the  way  it  was 
being  implemented. 

Mr.  Stovall.  I  think  our  studies  have  shown  that — most  of  our 
water  comes  from  the  Bay  Delta.  That  in  a  normal  year — and  I 
don't  mean  to  sound  disparaging  of  the  agreement  which  was 
reached,  the  Bay  Delta  Accord,  because  it  saved  us  a  lot  of  water 
over  what  the  agencies  were  actually  demanding — but,  in  a  normal 
year,  we  are  looking  at  something  around  350,000  to  400,000  acre 
feet  of  water  that  are  taken  out  of  the  water  supply  from  both  the 
State  Water  Project  and  the  Central  Valley  Project.  And,  that  can 
translate  directly  into  jobs. 
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Mr.  PoMBO.  Translates  directly  into  irrigation  water  for  100,000 
to  150,000  acres  of  farm  land. 

Mr.  Stovall.  That's  right. 

Mr.  POMBO.  Mr.  Hunter,  I  believe  in  your  testimony  you  made 
the  comment  of  the  Endangered  Species  Act  takes  precedence.  Am 
I  mistaken  that  you  said  that? 

And,  I've  heard  a  lot  of  people  say  that,  that  it  takes  precedence 
over  other  Federal  laws  and  Federal  mandates  and  the  missions  of 
Federal  agencies. 

Mr.  Hunter.  Well,  whether  it  does  or  not,  I  don't  know.  But,  it 
certainly  is  being  implemented  that  way  in  the  Colorado  River 
Basin. 

What  I  was  referring  to  and  would  emphasize  is  that  there  are 
Federal  statutes  that  govern  the  operation  of  Federal  water 
projects,  that  identify  what  the  benefits  are,  who  the  beneficiaries 
are,  how  they  should  be  paid  for.  Our  experience  in  recent  years 
has  been  that  riding  in  with  the  banner  of  the  Endangered  Species 
Act  gives  the  Federal  Government,  particularly  the  Fish  and  Wild- 
life Service,  the  opportunity  to  essentially  disrupt  those  priorities 
and  those  benefits. 

And,  as  I  said,  we  feel  as  though  we  have  very  little,  if  any,  influ- 
ence on  those  decisions  that  are  made,  even  though  the  impacts, 
as  I  pointed  out,  are  enormous. 

Mr.  PoMBO.  Do  you  feel  that  with  the  amount  of  dollars  that  you 
are  talking  about  that  it's  costing  the  people  within  your  coalition 
that  you  could  do  a  better  job  of  recovering  species  than  what  is 
currently  being  done? 

Mr.  Hunter.  Absolutely.  One  of  the  things  that  we  do,  CREDA, 
and  I  know  a  number  of  other  entities  like  us  do  the  same,  we,  in 
fact,  employ  our  own  researchers,  our  own  biologists.  The  stakes 
are  that  high. 

And,  we  continually  question  and  recommend  alternatives  and 
debate  the  efficacy  of  some  of  the  actions  that  are  being  taken.  But, 
if  I  could  take  a  little  bit  of  liberty  here,  one  of  the  problems  I  see, 
particularly  as  it  relates  to  the  use  of  power  revenues — and  I  sus- 
pect it  would  apply  to  the  use  of  water  revenues  as  well — is  that 
there  is  no  discipline  in  that  budget  for  the  regulators. 

In  other  words,  we  are  viewed  as  a  bottomless  pit  of  funds.  It's 
like,  **Well,  let's  try  this  this  year  and  see  how  it  works  and  see 
what  happens."  And,  we  end  up  paying  the  cost. 

There  is  no  cost  to  the  Federal  Grovernment  of  doing  that.  And, 
often  there  is  no  identifiable  cost  to  anyone  else. 

It  merely  appears  a  couple  of  years  down  the  road  in  your  water 
or  power  rates.  And,  we  would  submit  that  if  there  were  some  limi- 
tations placed  on  that  kind  of  activity  that  we  would  get  better 
science,  better  recovery  programs  and  probably  better  results  with 
fewer  dollars  spent. 

Mr.  PoMBO.  So,  you  believe  that  there  should  be  some  type  of 
cost  accountability  on  the  regulators? 

Mr.  Hunter.  Absolutely. 

Mr.  PoMBO.  Which,  in  Mr.  Sharp's  testimony  when  he  talked 
about  compensation  of  private  property  rights,  that's  what  it's  real- 
ly all  about,  is  some  accountability  for  the  cost  of  the  actions  that 
they  are  taking.  I  mean,  they  have  openly  gone  out,  as  has  Kern 
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County,  and  tried  to  establish  an  HCP,  tried  to  work  out  a  coopera- 
tive agreement  that  everybody  could  live  under,  that  if  there  is  no 
cost  to  the  agency  whatsoever  of  what  they  are  demanding,  then 
they  can  demand  anything  they  want  because  it  doesn't  cost  them 
anything. 

There  is  no  down  side  to  them. 

Mr.  Hunter.  Right. 

Mr.  POMBO.  And,  unfortunately,  under  the  current  Act,  I  believe 
that's  what  is  happening. 

Mr.  Mazour,  when  we  talk  about  western  water,  there  is — to  the 
best  of  my  knowledge,  there  is  no  one,  no  district  or  no  one  that 
is  not  operating  without  some  impact  from  the  ESA  at  this  point, 
whether  it  is  in  terms  of  irrigation  or  whether  it's  in  terms  of  pro- 
duction of  power.  For  that  matter,  we  have  a  number  of  them  in 
terms  of  recreational  and  commercial  uses  as  well,  commercial 
shipping  uses. 

Would  you  have  any  idea  what  the  direct  cost  is  to  the  water 
agencies  that  you  represent?  Has  anybody  ever  sat  down  and  start- 
ed saying,  "It's  costing  my  district  this  much  and  mine  this  much" 
and  just  actually  gone  through  and  figured  out  what  that  cost  is? 

Mr.  Mazour.  Well,  we  really  haven't  yet.  But,  in  preparation  for 
this  testimony,  our  Association  asked  for  some  information  from 
some  of  our  members. 

And,  like  I  say,  we  received  some  responses  back  from  examples 
in  six  states.  And,  the  numbers  get  pretty  high. 

Now,  it's  somewhat  difficult  to  tabulate  the  numbers,  because 
there  are — and  you  have  spoken  to  this  already.  There  are  substan- 
tial numbers  that  come  with  the  regulatory  burden  of  getting 
through  the  loans  or  the  permits  or  whatever  that  oftentimes  don't 
show  up. 

And,  those  are  the  costs  of  the  consultants,  the  lawyers,  the  staff 
time,  the  experimental  studies.  And,  then  those  oftentimes  never 
show  up  and  you  just  get  to  the  next  part  of  direct  actions  hope- 
fully for  the  purpose  of  protecting  the  species. 

And,  our  experience  in  Nebraska  is  that  some  of  those  require- 
ments and  recommendations  of  the  Federal  agencies  really  don't  do 
a  very  good  job  of  protecting  the  species.  And,  they  cost  an  awful 
lot  of  money.  And,  other  alternatives  work  better. 

But,  in  direct  answer  to  your  question,  we  have  not  tabulated. 
And,  I  imagine  you  would  find  that  quite  helpful. 

Mr.  PoMBO.  If  you  do  have  that  opportunity  to  begin  to  gather 
that  data,  I  would  be  interested  in  that.  I'm  sure  that  it  would  be 
quite  an  undertaking  just  to  figure  it  out. 

But,  if  you  do,  I  would  be  interested  in  that. 

Mr.  Mazour.  In  about  a  half  an  hour,  our  National  Water  Re- 
sources Association  Task  Force  will  be  meeting  down  the  street  a 
ways.  And,  we  will  bring  that  up  and  pass  on  to  them  the  interest 
of  you  and  this  Committee  in  getting  some  more  definite  answers 
on  that  subject. 

Mr.  PoMBO.  The  point  of  this  hearing  and  the  reason  that  we 
started  down  this  track  was  that  there  has  been  a  misconception 
or  something  that  was  put  out  that  the  cost  of  the  Endangered  Spe- 
cies Act  was  very  small.  And,  we've  all  heard  it  likened  to  every- 
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thing  from  the  cost  of  buying  pizza  in  Washington,  D.C,  to  the  cost 
of  one  mile  of  freeway. 

We've  heard  all  of  these  examples  of  how  much  we  spend  on  en- 
dangered species.  The  reality  is  it's  much,  much  higher  than  any- 
body would  ever  admit. 

Aiid,  I  think  that  this  hearing  has  pointed  out  that  it  goes  in  all 
reaches  of  the  Federal  Government.  And,  that  is  just  the  tip  of  the 
iceberg  when  you  actually  start  getting  into  what  we  are  spending. 

You  know,  whether  you  are  a  power  producing  agency  and  you 
have  a  $265  million  annual  cost  or  whether  you  are  an  irrigation 
district  that  because  of  a  loss  of  production  that  it's  several  hun- 
dred million  dollars  in  your  region,  we  are  spending  a  huge  amount 
of  money.  Even  by  the  Federal  Government's  standards,  we  are 
spending  a  huge  amount  of  money  in  trying  to  recover  species. 

And,  quite  frankly,  we  are  doing  a  terrible  job  of  doing  it.  I — re- 
gardless of  which  side  of  this  issue  you  are  on,  everybody — when 
I  ask  that  question,  "Could  you  do  a  better  job  with  the  money  that 
is  being  spent,"  everybody  tells  me  yes. 

I  mean,  whether  you  come  from  an  environmental  group,  a  local 
environmental  group,  or  whether  you  come  from  an  industry  group, 
they  all  say  yes,  there's  a  lot  better  way  to  do  it.  If  you  are  spend- 
ing your  own  money,  you  can  figure  out  a  better  way  to  have  re- 
sults. 

And,  when  we  look  at  changes,  that's  part  of  what  has  to  be 
changed,  is  that  the  local  people  have  to  be  brought  in  and  you 
have  to  try  to  figure  out  a  way  to  spend  the  money  better  than 
what  we  are  doing. 

Before  I  wrap  this  up,  I  just  want  to  ask  all  of  you.  I  did  not  hear 
in  your  testimony,  in  reviewing  your  testimony  or  in  your  answers 
to  the  questions  or  your  oral  statement,  any  of  you  say  that  you 
felt  like  you  didn't  care  about  the  Endangered  Species  Act,  you 
didn't  care  about  wildlife,  that  you  would  just  as  soon  do  away  with 
the  Endangered  Species  Act.  I  did  not  hear  any  of  you  mention  that 
you  felt  like  we  ought  to  gut  the  Endangered  Species  Act  or  repeal 
it. 

Is  that  correct?  Do  any  of  you  want  to 

Mr.  Sharp.  Mr.  Chairman,  I  come  from  one  of  the  most  conserv- 
ative areas  in  the  United  States.  And,  those  little  farmers  out 
there,  they  could  care — almost  care  less  what's  happening  any- 
where else  if  it  isn't  agriculture. 

But,  they  realize  that  Endangered  Species  is  an  Act  that  has 
merit.  But,  they  also  realize  that  they — that  some  of  their  farming 
practices  are  going  to  be  in  jeopardy  because  of  the  fact  that  endan- 
gered species,  if  they  move  into  an  area  where  they  have  not 
plowed  under,  they  could  lose  the  use  of  the  land.  The  farmer  up 
at  Temecula  is  an  outstanding  example  of  that. 

And,  no,  they  are — they  want  the  Endangered  Species  Act,  but 
they  want  the  information  in  properly.  If  I  may  give  an  example, 
we  are  desert,  extremely  dry,  less  than  three  inches  of  rain  a  year. 

And,  in  the  late  70's  when  the  agencies  were  there  doing  the  pre- 
liminary studies  on  flora  and  fauna,  there  was  never  any  study 
done  on  rainfall.  And,  in  those  years,  it  was  right  after  a  100  year 
rain  and  a  50  year  rain  and  everything  was  blooming  and  every- 
thing was  doing  very  well. 
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Seven  years  later,  in  the  fifth  year  of  a  drought,  they  came  back 
and  did  the  second  evaluation.  And,  of  course,  everything  was  in 
horrible  shape. 

And,  we  have  gone  to  the  agencies.  And,  supposedly  it  was 
passed  on  to  the  peers.  And,  there  has  never  been  any  consider- 
ation. 

If  you  turn  the  water  faucet  off  in  your  own  yard  for  a  year,  you 
are  going  to  see  a  drastic  reduction  of  plants,  especially  in  your 
yard.  And,  here  we  have  an  area  that  it's  nothing  for  some  of  those 
areas  to  go  three  years  without  rain. 

So,  we  are  just  saying  get  your  information  correct  and  then 
make  your  decision.  And,  we  don't  think  that  they  have  done  that 
up  to  this  point. 

Mr.  POMBO.  So,  the  message  that  you  are  bringing  to  Washington 
is  that  we  need  to  make  changes.  You  realize  how  important  it  is 
to  protect  species,  how  important  it  is  to  protect  our  fish  and  wild- 
life, but  there  are  changes  that  need  to  be  made  in  the  current  Act. 

Mr.  Sharp.  Absolutely,  Mr.  Chair. 

Mr.  Stovall.  Yes,  I  concur  in  that,  Mr.  Chairman.  I  think  many 
of  our  agencies  are  engaged  in  projects  where  they  could  actually 
be  very  beneficial  to  the  environment,  but  they  seem  to  get  all 
balled  up  in  this  red  tape  and  cost.  It's  really  unnecessary. 

One  of  the  things  that  impacts  us  is  the  fear  actually  of  in- 
creased mandates  after  we've  done  one  of  these  projects.  Folks  I 
know  down  in  the  metropolitan  water  district  and  in  our  area 
would  like  to  engage  in  projects  that  can  have  some  significant  en- 
vironmental benefits  and  enter  into  an  agreement  with  the  enforce- 
ment agencies.  Yet,  they  can  never,  under  the  current  Act,  guaran- 
tee us  or  assure  us  that  if  we  lay  all  this  land  fallow  and  allow  spe- 
cies to  invade  it,  that  if  some  species  is  listed  in  the  future  that 
they  won't  be  coming  back  and  knocking  at  our  door  and  asking  for 
more. 

I  think  the  project  that  Mr.  Dooley  referenced  earlier  on  is  an  ex- 
ample of  that.  Where  some  of  our  agencies  have  done  things  to  help 
the  environment  and  they  have  wound  up  being  penalized  for  it. 
That's  not  good  for  the  environment  either. 

If  we  can  avoid  that  kind  of  thing,  I  think  that  actually  stands 
a  chance  of  really  providing  some  voluntary  efforts  to  create  envi- 
ronmental benefits. 

Mr.  PoMBO.  Thank  you.  I  would  like  to  thank  all  of  you  for  com- 
ing and  testifying  before  the  Committee. 

There  may  be  further  questions  that  members  of  the  Committee 
may  like  to  submit  to  you.  Everybody  on  the  Committee  has  re- 
ceived copies  of  your  testimony. 

And,  if  there  are  further  questions,  they  will  be  forwarded  to  you* 
in  writing.  And,  if  you  could  respond  in  a  timely  fashion  to  those 
questions,  I  would  greatly  appreciate  it. 

And,  again,  I  appreciate  you  sticking  around  all  day  for  us.  So, 
thank  you  very  much. 

The  hearing  is  adjourned. 

[Whereupon,  the  hearing  was  adjourned  at  2:37  p.m.;  and  the  fol- 
lowing was  submitted  for  the  record:] 


68 


STATEMENT  OF  MOLLIE  BEATTZE,  DIRECTOR,  U.S.  FISH  AND  WILDLIFE 
SERVICE,  DEPARTMENT  OF  THE  INTERIOR,  BEFORE  THE  HOUSE  C(»fl4ITTEE 
ON  RESOURCES,  REGARDING  THE  IMPLEMENTATION  AND  ADMINISTRATION  OF 
THE  ENDANGERED  SPECIES  ACT. 

APRIL  17,  1996 


Mr.  Chairman  and  members  of  the  Resources  Committee,  I  am  very 
pleased  to  be  here  today  to  represent  the  Department  of  the 
Interior  concerning  the  administration  and  implementation  of  the 
Endangered  Species  Act  (ESA) . 

The  last  year  has  been  a  challenging  one  for  me.   I  have  had  an 
opportunity  to  contemplate  my  life  and  the  wonderful  and 
intricate  connections  between  all  living  things  that  share  the 
Earth.  And  I  am  deeply  convinced  that  our  future  is  inextricably 
linked  to  the  future  of  wildlife.   If  we  are  creating  a  world 
which  is  so  inhospitable  that  hundreds  and  even  thousands  of 
species  cannot  survive,  ultimately  we  will  find  our  own  survival 
threatened  as  well. 

TV- 

In  the  heat  of  a  public  controversy,  when  people  are  knocking  on 
^oth  your  door  andon  my  door,  it  is  tempting  to  take  the  easy 
way  out  and  avoid  the  hard  decisions  required  to  conserve  wild 
species  that  often  appear  to  have  no  known  value  to  human 
society.  Yet  science  tells  us  that  hundreds  of  wild  species  may 
hold  as  yet  undiscovered  cures  for  cancer  and  other  diseases. 
The  decisions  we  make  about  the  Endangered  Species  Act  this  year 
will  influence  the  medical  treatments  available  to  our  children 
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and  grandchildren  in  the  21st  century. 

We  must  do  our  best  to  conserve  all  species,  because  there  is  ho 
way  for  us  to  know  what  is  still  out  there.   Just  two  weeks  ago, 
the  Washington  Post  reported  on  the  discovery  of  a  new  fossil 
primate,  a  tiny  animal  that  lived  millions  of  years  ago  and 
weighed  no  more  than  a  few  ounces.  Scientists  now  believe  this 
very  animal  was  an  essential  link  in  the  evolution  of  higher 
primates,  including  human  beings.   When  I  read  that  article,  I 
had  to  ask  myself  what  future  wonders  we  might  be  losing  every 
time  some  small  and  seemingly  insignificant  creature  becomes 
extinct. 

The  Endangered  Species  Act  is,  in  the  scheme  of  things,  a  step  in 
the  right  direction.   Of  all  the  species  protected  by  the  Act 
-since  1973,  99.9%  have  averted  extinction.   The  Act  is  fulfilling 
its  charter  to  protect  species  and  their  habitats.   However,  no 
law  is  perfect  and  this  Administration  has  stepped  forward  and  is 
not  only  proposing,  but  implementing  steps  to  improve  the  Act. 

Mr.  Chairman,  this  Department  has  worked  tirelessly  over  the  last 
three  years  to  change  how  the  Act  is  administered  and  to  make  it 
work  better  for  the  American  people.  We  have  taken  steps  to 
implement  and  administer  the  ESA  in  a  manner  that  conserves 
species,  recognizes  the  rights  of  private  property  owners  and 
achieves  the  most  benefits  in  the  most  cost  effective  manner. 
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Previously  unexplored  opportunities  already  contained  in  the  ESA 
are  being  pursued.  In  doing  so,  we  have  discovered  that  the  ESA 
has  a  wide  array  of  tools  to  resolve  or  avoid  conflicts  between 
species  conservation  and  the  needs  of  our  society.  ' 

Last  March,  the  Department  of  the  Interior,  in  conjunction  with 
the  Department  of  Commerce,  put  forth  a  document  known  as  the 
"10-point  plan"  detailing  the  steps  we  believe  we  can  implement 
administratively  to  improve  the  Act  and  highlighting  those  issues 
we  believe  must  be  dealt  with  legislatively.   The  objectives  of 
the  plan  are  based  on  a  common-sense  approach  to  the  ESA  and  a 
concerted  effort  to  address  legitimate  problems  while  preserving 
the  core  goal  of  protecting  our  nation's  priceless  biological 
heritage.   The  Department  believes  that  the  steps  we  have  taken 
are  indeed  improving  the  way  the  Act  works  for  both  species  and 
humans . 

Unfortunately,  over  the  last  two  years,  our  efforts  have  been 
greatly  hindered  by  Congressional  actions  including  reductions  in 
funding  and  the  imposition  of  a  listing  moratorium.   In  addition, 
the  legislation  approved  by  this  Committee  to  reauthorize  the 
Act,  H.R.  2275,  would  undermine  the  scieptific  foundation  of  the 
ESA  and  impose  a  costly  and  bureaucratic  process  that  would 
provide  virtually  no  protection  for  species. 

A  striking  example  of  where  the  Department's  efforts  are  being 
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hiridered  by  Congressional  actions  would  be  in  the  area  of 
candidate  conservation.  All  of  us  would  agree  that  the  most 
opportune  time  to  conserve  species  and  their  habitat  is  before 
the  protections  of  the  Act  are  necessary.   In  fact,  one  of  the 
.  shortfalls  of  how  natural  resources  were  previously  managed  was 
that  not  enough  emphasis  was  placed  on  candidate  conservation. 

Over  the  last  several  years,  the  Department  has  placed  increased 
priority  on  the  early  conservation  of  species.   Between  July 
1994  and  July  1995,  at  least  15  candidate  conservation  agreements 
have  been  entered  into  and  at  least  20  or  more  such  agreements 
are  currently  being  developed.  In  addition,  the  FWS  is  in  the 
process  of  finalizing  guidance  that  will  stress  working  with  our 
partners  to  identify  candidate  species  and  to  plan  candidate 
conservation  actions.  By  being  proactive,  we  hope  to  preclude 
the  listing  of  many  species  in  the  future. 

Vie   have  reached  out  to  other  agencies  and  private  groups  such  as 
universities.  State  wildlife  management  agencies,  resort 
developers  and  private  landowners  to  undertake  candidate 
conservation  activities.  As  an  example,  a  Memorandum  of 
Agreement  was  completed  to  promote  restoration  and  conservation 
actions  that  may  make  it  unnecessary  to  list  the  robust  redhorse 

(a  candidate  fish  species) .  Cooperators  on  this  project  include 
'the  Fish  and  Wildlife  Service  (FWS),  National  Biological  Service  ' 

(NBS),  state  agencies  (GA,SC,NC),  power  companies,  and 
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conservation  groups. 

Unfortunately,  this  Congress  has  chosen  to  severely  curtail  the 
funds  available  to  participate  and  encourage  these  proactive 
measures.   In  fact,  in  the  1996  Interior  Appropriations  bill 
originally  passed  by  the  House,  no  money  was  provided  for 
candidate  conservation.   In  other  words,  Members  of  the  House 
agreed  to  zero  out  funding  for  efforts  that  would  greatly  benefit 
both  the  public  and  species. 

The  issue  of  providing  landowners  affected  either  directly  or 
indirectly  by  the  ESA  with  certainty  is  another  area  that  I 
believe  all  parties  would  agree  needs  additional  attention.   Yet 
once  again.  Congress  has  stepped  in  and  severely  curtailed  our 
efforts  to  improve  both  the  listing  process  and  the  flexibility 
that  can  be  provided  to  landowners. 

Over  the  last  several  years,  numerous  steps  have  been  taken  to 
improve  the  process  by  which  a  species  is  listed,  as  well  as  the 
administration  of  the  ESA  for  those  species  already  listed. 
Petition  management  guidance,  to  be  released  soon,  will  identify 
the  data  standards  for  accepting  petitions  to  list  a  species. 

On  July  1,  1994,  the  FWS  and  National  Marine  Fisheries  Service 
(NMFS)  jointly  issued  several  policies  to,  among  other  things, 
ensure  that  the  highest  quality  scientific  information  is  used  to 
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develop  and  implement  all  ESA  related  activities.   Since  that 
time,  listing  proposals  and  draft  recovery  plans  have  been  made 
subject  to  independent  scientific  peer  review.  The  policies 
issued  in  July  1994  also  increase  greatly  private  sector 
involvement  in  activities  dealing  with  the  implementation  of  the 
ESA,  thereby  providing  more  certainty  by  involving  the 
stakeholders  in  the  process. 

Also,  since  July  1994,  all  final  listing  rules  now  state  clearly 
which  actions  within  the  range  of  the  listed  species  are  or  are 
not,  likely  to  result  in  a  "take"  of  listed  wildlife  in 
violation  of  the  ESA,  to  the  extent  that  such  actions  are  knovm. 
For  example,  when  the  Appalachian  elk  toe  (a  freshwater  mussel) 
was  listed,  the  FWS  announced  up  front  that  farming  and  legal 
mining  activities  in  North  Carolina  and  Tennessee  would  not 
likely  result  in  a  violation  of  the  ESA., 

Additional  steps  are  also  being  taken  to  provide  landowners  with 
certainty  regarding  potential  future  impacts  of  ESA  actions.   The 
"no  surprises"  policy  announced  by  Secretary  Babbitt  in  August 
1994,  assures  private  landowners  participating  in  Habitat 
Conservation  Plans  (HCPs)  that  no  additional  requirements  will  be 
imposed  on  plan  participants  for  species  covered  by  that  HCP. ... 

The  Department  is  also  proud  of  another  common  sense  policy,  the 
"safe  harbor"  program  and  its  potential  for  encouraging  private 
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landowners  to  be  involved  in  the  recovery  of  listed  species.   The 
"safe  harbor"  program's  goal  is  to  encourage  landowners  to 
provide  habitat  for  listed  species.   Under  this  program,  private 
landowners  with  assistance  from  the  FWS  or  with  other  qualified 
Federal  or  state  agencies  develop  a  management  program  to  be 
carried  out  on  their  lands  for  the  benefit  of  listed  species. 
Based  on  such  a  program,  a  Safe  Harbor  Agreement  is  entered  into 
at  least  by  the  Service  and  the  landowner.   The  Service,  in  turn, 
will  issue  the  private  landowner  a  permit  for  any  future  take  of 
listed  species  above  the  existing  conditions  at  the  time  of  the 
agreement.   Over  23  "safe  harbor"  agreements,  mostly  in  the 
Southeast  and  the  West,  have  been  or  are  being  developed.   In  the 
past  year,  for  the  Sandhill  area  of  North  Carolina  alone,  6  non- 
federal landowners  have  been  given  safe  harbor  agreements  and  it 
is  anticipated  that  an  additional  15  will  be  developed  this  year. 
.In  addition,  two  HCPs  incorporating  safe  harbor  agreements  have 
been  approved  by  the  FWS. 

More  is  also  being  done  to  use  Habitat  Conservation  Plans  to  ease 
the  regulatory  burdens  of  the  ESA  on  private  landowners.    In 
1992,  14  HCPs  had  been  approved.   As  of  the  first  March  1996,  141 
permits  had  been  issued,  and  300  more  are  in  the  works, 
demonstrating  the  flexibility  of  the  ESA  as  it  relates  to  the 
needs  of  private  landowners.  A  new  section  10  (HCP)  handbook  to 
be  released  soon  provides  clear  guidance  for  all  aspects  of  the 
HCP  program;  establishes  a  "low-effect"  HCP  category  with 
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expedited  permit  approval  procedures;  increases  coordination 
requirements  between  the  Field  and  Regional  offices;  establishes 
specific  time  periods  for  processing  incidental  take  permit 
applications;  and  allows  unlisted  species  to  be  named  in  the  HCP, 
expediting  future  permit  amendments  if  a  species  is  subsequently 
listed. 

Unfortunately,  these  proactive  efforts  by  the  Department  are 
being  hindered  by  this  Congress.   Last  March  Congress  imposed  a 
moratorium  on  all  final  listings  and  designations  of  critical 
habitat.   In  imposing  the  moratorium,  the  Conference  report  makes 
it  very  clear  that  the  moratorium  was  to  be  a  "time  out",  not  a 
long-term  interruption  of  the  listing  process  which  is  vital  to 
species  protection.   Mr.  Chairman,  it  has  been  over  a  year  since 
this  moratorium  was  enacted  and  funding  for  the  ESA  has  been 
severely  reduced.   In  addition,  the  Department  is  without  an 
appropriations  bill  for  Fiscal  Year  1996,  which  ends  in  only  5 
months. 

The  combination  of  these  events  is  for  all  practical  purposes 
devastating  the  Department's  approach  to  species  conservation. 
Congressional  listing  prohibitions  and  funding  cuts  are  eroding 
the  Department's  ability  to  implement  the  ESA  in  a  manner  that 
provides  maximum  flexibility  in  species  conservation  to  avoid 
potential  conflicts.  Although  imposing  a  moratorium  and  cutting 
funds  may  temporarily  avoid  a  few  of  the  immediate  problems  faced 
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by  the  104th  Congress,  in  the  long-term  these  actions  will  harm 
rather  than  benefit  both  species  and  landovmers  who  must  find  a 
way  to  comply  with  the  ESA. 

238  U.S.  species  already  proposed  for  listing  are  caught  in  limbo 
under  the  moratorium  and  an  additional  182  listing  candidates  are 
also  vulnerable.   Under  the  current  scenario,  the  status  of  these 
jspecies  may  continue  to  decline  and  the  public's  petitions  will 
go  unanswered.   If  we  continue  to  ignore  these  species,  it  will 
take  more  time,  money  and  effort  to  recover  them  when  we  finally 
do  receive  the  money  and  authority  to  protect  them.   The  longer 
we  delay  action  on  these  species,  the  less  flexibility  we  are 
able  to  provide  to  those  who  are  affected  by  the  Act.   This 
outcome  is  bad  for  the  economy,  bad  for  private  landowners  and 
especially  bad  for  the  species  involved.  Congress  must  lift  the 
moratorium  and  restore  full  funding  to  the  endangered  species 
program  immediately.  .■   . 

For  many  other  activities  required  under  the  Endangered  Species 
Act  such  as  consultation,  recovery  and  cooperation  with  states. 
Congress  has  again  proposed  budget  cuts  that  will  significantly 
impede  the  Department's  ability  to  be  responsive  to  landowners 
while  protecting  species. 

Federal  agencies  and  the  lands  under  their  jurisdiction  are  key 
to  species  conservation.   Significant  progress  is  being  made  in 
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improving  and  increasing  the  involvement  of  other  federal 
agencies  in  endangered  species  issues.   The  section  7  interagency 
consultation  process  is  one  of  the  most  important  parts  of  the 
ESA.   Consultation  occurs  with  other  agencies  to  ensure  that 
federal  projects  are  not  likely  to  jeopardize  the  continued 
existence  of  listed  species.   It  is  an  integral  component  of 
listed  species  recovery.  / 

Several  Memoranda  of  Understanding  (MOU)  and  Memoranda  of 
Agreements  have  been  developed  to  facilitate  increased 
cooperation  among  federal  agencies.   For  example,  in  May  1994, 
FWS  signed  a  multi-agency  MOU  to  establish  a  Federal  Native  Plant 
Conservation  Committee  to  identify  priority  conservation  needs 
for  native  plants  and  their  habitats.   To  date  this  agreement  has 
been  signed  by  9  Federal  agencies  and  50  other  cooperators. 

Obviously,  the  Federal  government  is  not  the  only  player  in  the 
implementation  of  the  ESA.   In  addition  to  the  cooperation  of 
private  citizens,  building  new  partnerships  and  strengthening 
existing  ones  with  state,  tribal  and  local  governments  is 
essential  to  achieving  the  goals  of  the  Act.   Policy  directives 
to  enhance  the  participation  of  state  fish  and  wildlife  agencies 
in  implementation  of  the  ESA,  include  state  expertise  and 
information  in  the  listing,  consultation  and  recovery  processes- 
have  been  issued.   One  of  the  most  important  components  of  the 
ESA  is  the  Cooperative  Grants  provided  to  state  programs,  and  we 
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will  continue  to  pursue  increased  funding  for  these  grants. 
Programs  such  as  the  reintroduction  of  black-footed  ferrets  would 
not  have  been  possible  without  the  active  participation  of  the 
states. 

Finally,  the  goal  of  any  endangered  species  program  is  the 
recovery  of  species.   Compare  the  small  amount  of  time  the 
recovery  program  has  been  in  place,  only  20  years,  to  the  long 
period  that  many  species  have  been  in  decline  --  for  some,  about 
300  years  —  emd  one  has  to  conclude  that  the  program  is  a 
resounding  success.   For  species  protected  in  1973  by  the 
original  Act,  58%  are  stable  or  improving;  for  species  listed 
between  1974-78,  42%  are  stable  or  improving;  for  species  listed 
between  1979-88,  44%  are  stable  or  improving;  and  for  those 
listed  after  1989,  about  22%  are  stable  or  improving.   The  fact 
that  almost  all  listed  species  still  exist  speaks  to  the 
tremendous  success  of  the  program. 

Recovery  plans  are  being  developed  in  a  timely  manner  that  . 
includes  the  input  of  a  diversified  group  of  stakeholders; 
promotes  the  conservation  of  multiple  species  and  their  habitats; 
and  minimizes  the  social  and  economic  impacts  of  recovering  the 
species.   For  example,  over  7  multi-species  recovery  plans  have 
been  or  are  being  developed  at  this  time,   including  the 
Everglades  Recovery  plan,  the  Southwestern  Riparian  Recovery  Team 
and  the  Mobile  River  Recovery  Plan. 
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I  am  well  aware  that  some  will  object  to  restoring  the  endangered 
species  program  on  the  grounds  that  the  country  cannot  afford  to 
protect  endangered  species.  Mr.  Chairman,  it  is  my  firmly  held 
belief  that  the  country  cannot  afford  NOT  to  protect  endangered 
species.   Three  recent  reports  by  independent  economists  examined 
the  assumption  that  environmental  regulations,  and  endangered 
species  protections  in  particular,  are  damaging  to  the  economy. 
All  three  concluded  that  the  data  do  not  support  this  belief,  and 
that  indeed  a  healthy  environment  is  essential  to  a  healthy 
economy.  '         • 

A  report,  endorsed  by  60  Pacific  Northwest  economists,  found 
that  between  1988  and  1994,  the  number  of  jobs  in  Idaho,  Montana, 
Oregon,  and  Washington  increased  by  940,000,  or  18  percent —  two 
to  three  times  the  national  rate.   These  economists  note  that  the 
.Pacific  Northwest  is  making  a  successful  transition  from    ? 
dependence  on  a  few  extractive  industries  to  a  modern,  widely 
diversified  economy.   These  economists  found  that  natural 
landscapes  today  may  often  generate  more  new  jobs  and  income  by 
providing  a  beautiful  and  healthy  environment,  making  the  Pacific 
Northwest  an  attractive  place  to  live  and  work.   "A  healthy 
environment,"  they  report,  "is  a  major  stimulus  for  a  healthy 
economy." 

Another  report  is  a  preliminary  work  by  MIT  economist  Dr.  Stephen 
Meyer  oh  the  impact  of  endangered  species  listings  on  home 
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building  and  the  real  estate  industry.   Dr.  Meyer  examined  the 
assertion  that  the  listing  of  the  northern  spotted  owl  drove  up 
timber  prices  and  increased  the  cost  of  new  single-family  homes 
across  the  nation.  He  found  that  housing  construction  rates  drive 
long-standing  cycles  of  production  and  prices  in  Pacific 
Northwest  timber,  and  there  is  no  evidence  that  the  listing  of 
the  spotted  owl  had  a  demonstrable  impact  on  timber  prices,  or 
that  the  price  of  Pacific  Northwest  timber  had  any  measurable 
effect  on  home  prices. 

The  California  Senate  Office  of  Research  built  on  the  MIT  study 
and  found  that  in  California  environmental  regulations  have  had 
minimal  impact  on  plant  closings  and  job  losses.   This  report 
also  says  market  forces  played  a  greater  role  in  paring  back  jobs 
in  the  timber  industry  than  did  the  limits  on  harvest  of  old- 
growth  timber  required  to  protect  the  owl.   I  am  providing  all 
three  reports  for  the  Committee. 

I  am  well  aware  that  conservation  values  cannot  be  reduced  to 
mere  dollars  and  cents.  But  as  government  officials,  we  are 
properly  required  to  calculate  the  expenditures  for  our  programs. 
The  Interior  Department  has  submitted  detailed  information 
related  to  the  expenditures  for  the  endangered  species  program 
requested  by  the  Chairman.   I  would  like  to  request  that  the 
Department's  response  be  included  as  part  of  the  hearing  record. 
Included  in  this  response  were  the  Expenditure  Reports  for  1992 
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and  1993.   The  Expenditure  Reports  detail  the  amount  of  money 
reported  spent  by  all  Federal  and  State  agencies  on  endangered 
species  issues  including  all  of  the  Department's  agencies.   Also 
attached  to  my  testimony  is  a  summary  of  each  of  the  Department 
of  Interior's  agencies/bureaus  expenditures  on  endangered  species 
programs. 

I  would  like  to  thank  the  Members  for  the  opportunity  to  appear 
before  the  Committee  on  behalf  of  the  Department  of  the  Interior 
and  I  will  be  happy  to  answer  any  questions  Members  might  have 
related  to  this  information.  Also,  accompanying  me  today  are 
officials  from  the  agencies  at  the  Department  of  the  Interior 
including  BLM,  MBS,  NPS,  BOR,  and  FWS  to  provide  technical 
assistance  on  questions  relating  to  their  ESA  expenditures. 

In  closing,  the  ESA  is  a  necessary  and  important  component  of  our 
efforts  to  protect  this  nation's  biodiversity..  I  believe  that  as 
a  nation  we  can  afford  to  protect  endangered  species,  and  there 
are  powerfully  compelling  reasons  for  doing  so.  This  Department 
is  continuing  to  make  the  Act  work  better  for  species  and  the 
public.   However,  if  we  are  to  be  successful  in  our  efforts. 
Congress  must  adequately  fund  the  program  and  remove  the  shackles 
of  the  listing  moratorium.   Don't  let  the  legacy  of  the  104th 
Congress  be  the  destruction  of  one  of  our  nation's  most  important 
environmental  laws,  and  the  impoverishment  of  our  natural 
heritage. 
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I  would  like  to  thank  Chairman  Young  and  the  members  of  the  House  Resources 
Committee  for  inviting  me  to  testify  today  on  behalf  of  the  Department  of  Defense. 

E>oD  is  a  large  user  of  land,  sea,  and  airspace.  We  manage  25  million  acres  of 
land  across  the  United  States,  a  land  measurably  the  size  of  the  state  of  Virginia.  DoD 
has  400  major  military  installations  and  is  the  third  largest  land  management  department 
in  the  United  States.  DoD  lands  are  managed  first  and  foremost  to  provide  for  the 
military  training  and  testing  necessary  to  enhance  readiness. 

DoD  land  is  needed  to  support  readiness,  testing  of  new  weapon  systems,  testing 
of  munitions,  deployment  of  weapon  systems,  and  combat  training  exercises.  Specific 
and  unique  natural  features  of  the  land  are  crucial  to  military  readiness.  To  have  the 
ability  to  deploy  and  fight  successfully  anywhere  in  the  world,  the  armed  forces  must 
train  in  a  wide  variety  of  climatic  and  terrain  conditions.  Accordingly,  training  areas  are 
located  throughout  the  United  States  on  grasslands,  deserts,  coastal  areas,  forests  and 
tundra.  For  example,  desert  environments  are  used  for  maneuvers  that  involve  large, 
mechanized  battalions;  coastal  zones  and  beaches  provide  the  setting  for  missile  launches 
and  amphibious  landings;  forested  areas  are  essential  for  sm.all  arms  combat  training;  and, 
large  open  areas  are  needed  to  accommodate  air-to-ground  bombing  ranges. 

DoD  lands  are  rich  in  various  natural  resources  and  we  have  an  obligation  to 
protect  those  resources  for  future  generations.  Our  lands  are  home  to  many  important 
species  and  habitats.  At  least  400  candidate  and  listed  threatened  and  endangered  species 
are  found  on  our  installations.  Our  installations  also  contain  some  of  the  finest  remaining 
examples  of  such  rare  native  vegetative  communities  as  old-growth  forests,  tall-grass 
prairies,  and  vernal  pool  wetlands.  DoD  takes  pride  in  its  stewardship  program  and  has 
had  policies  in  place  to  protect  natural  and  cultural  resources  for  many  years.  This  early 
commitment  has  evolved  into  well-defined,  formalized,  and  integrated  conservation 
policies. 

Our  military  lands  and  waters  hold  a  storehouse  of  rare  biological  resources  - 
desert  tortoise,  bald  eagle,  manatee,  least  tern,  greenback  cutthroat  trout,  desert  bighorn 
sheep,  western  snowy  plover,  smooth  coneflower,  red-cockaded  woodpecker,  Florida 
scrub  jay,  loggerhead  sea  turtle  —just  to  name  a  few.  Consultations  under  the  National 
Environmental  Policy  Act  and  section  7  of  the  Endangered  Species  Act  have  been  carried 
out  for  over  20  years.  DoD  has  been  extremely  successful  in  balancing  compliance  with 
the  Endangered  Species  Act  with  conducting  military  training  activities  to  ensure  military 
readiness  and  provide  for  national  security.  No  DoD  lands  however,  are  managed  solely 
for  the  protection  of  endangered  or  threatened  species. 

DoD's  conservation  program  is  closely  tied  to  support  the  military  mission. 
Sound  conservation  management  practices  enhance  mission  safety;  promote  sustainability 
of  training  areas;  provide  increased  flexibility  for  military  trainers;  and  enhance  the 
quality  of  life  for  our  installation  residents  and  those  that  reside  in  the  vicinity  of  an 
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installation.  And,  sound  conservation  management  helps  sustain  our  natural  resources, 
including  our  threatened  and  endangered  species. 

Our  military  activities  are  performed  to  ensure  the  highest  possible  safety  of 
operations.  For  example,  buffer  or  safety  zones  are  established  around  artillery  or  aerial 
bombing  impact  areas.  These  buffer  zones,  in  which  no  activities  are  usually  permitted, 
also  benefit  wildlife,  particularly  endangered  species.  For  example,  the  red-cockaded 
woodpecker  thrives  in  the  buffer  zones  at  Eglin  Air  Force  Base  (AFB),  Florida  --  a 
perfect  example  of  how  performing  the  military  mission  and  protecting  natural  resources 
often  are  mutually  beneficial  endeavors. 

Another  important  mission-oriented  safety  program  is  the  Bird  Air  Strike  Hazard 
(BASH)  program,  aimed  at  minimizing  collisions  between  military  aircraft  and  birds. 
Knowledge  of  where  birds  travel,  nest,  and  feed  helps  DoD  avoid  problem  areas  and 
therefore  avoid  loss  of  life  or  the  destruction  of  valuable  airplanes.  In  September  1995, 
an  E-3B  AWACs  aircraft  departing  Elmendorf  AFB  in  Alaska,  struck  a  flock  of  Canada 
geese.  The  aircraft  crashed  and  all  24  crew  members  were  killed.  As  a  result  of  this 
accident,  the  Air  Force  has  improved  its  preparation  for  the  bird  migration  season  and 
developed  a  more  aggressive  program  to  detect  and  deter  geese.  This  program  has  also 
reduced  adverse  effects  on  bird  populations. 

Controlled  bums  enhance  public  safety,  protect  DoD  assets  that  are  essential  to 
conducting  training,  and  can  open  inaccessible  areas  to  ground  training.  These  measures 
destroy  unwanted  undergrowth,  recycle  nutrients,  and  promote  healthy,  natural  habitat. 
They  can  also  be  vital  to  the  survival  of  some  threatened  and  endangered  species. 

DoD  must  manage  land  in  such  a  manner  that  it  can  support  sustained  training 
activity.  This  is  an  important  consideration  for  the  Army  whose  training  needs,  especially 
for  heavy  armor,  are  particularly  hard  on  the  natural  terrain.  However,  if  training  and 
associated  land  maintenance  is  not  carefully  planned  and  managed,  the  land  will 
deteriorate,  and  eventually  become  incapable  of  providing  realistic  training.  The 
Integrated  Training  Area  Management  (IT AM)  program  was  developed  to  ensure 
sustained  use  of  military  lands  to  support  readiness  training.  The  program  balances  the 
demands  of  training  activities  with  the  ability  of  the  land  to  recover  from  the  affects  of 
training.  IT  AM  employs  technologies  such  as  Land  Condition-Trend  Analysis  Computer 
programs,  global  positioning  systems  (GPS),  and  geographic  information  systems  (GIS) 
to  monitor  trends  in  the  condition  of  soils,  vegetation,  and  sensitive  resources  over  time, 
and  to  determine  appropriate  management  actions,  such  as  rotation  of  training  areas. 
Enhanced  awareness  is  another  important  component  of  IT  AM.  Military  personnel  are 
briefed  on  environmental  issues  and  are  more  aware  of  sensitive  ecological  areas  or 
endangered  species  located  in  their  training  area.  Installations  using  ITAM's  approaches 
to  natural  resource  management  will  ultimately  increase  the  level  of  realism  in  their 
training  exercises. 
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In  addition  to  ITAM,  DoD  installations  use  other  management  tools  to  conserve 
and  enhance  fish  and  wildlife  populations.  Under  authority  of  the  Sikes  Act,  we  work  in 
cooperation  with  the  Department  of  the  Interior  and  State  fish  and  wildlife  agencies.  Our 
current  efforts  focus  on  completing  biologic  inventories  on  all  our  lands,  and  preparing 
and  implementing  management  plans  to  sustain  these  resources.  These  plans  are 
comprehensive  blueprints  for  managing  species  and  their  habitats  on  a  base  so  lands  will 
be  preserved  for  generations  to  come. 

E>oD  integrates  all  facets  of  natural  resources  management,  including  hunting  and 
fishing,  commercial  forestry  and  agriculture  programs,  outdoor  recreation,  and  threatened 
and  endangered  species  management  with  the  military  mission.  Activities  primarily 
focused  to  benefit  one  program  component  are  planned  to  benefit  other  elements  as  well. 
For  example,  erosion  control  programs  intended  to  protect  threatened  and  endangered 
species  habitat,  or  to  prevent  soil  runoff  into  streams,  also  sustain  management  of 
critically  important  military  training  lands.  These  programs  provide  resource  managers  a 
better  understanding  of  plant  and  animal  life,  ground  disturbances,  soil  characteristics, 
and  the  land's  ability  to  withstand  training  uses.  By  using  comprehensive,  integrated 
resource  planning,  DoD  natural  resource  managers  ensure  that  military  mission 
requirements  are  met  and  threatened  and  endangered  species  are  preserved. 

In  recent  years,  DoD  has  developed  new  management  approaches  to  increase 
military  training  flexibility  on  the  use  of  land  inhabited  by  a  threatened  or  endangered 
species.  One  approach  is  to  manage  natural  resources  as  part  of  an  entire  ecosystem. 
Land  management  plans  and  species  recovery  plans  are  developed  based  upon  a  more 
complete  understanding  of  resources  and  habitat  throughout  the  region.  The  plans 
balance  the  responsibility  for  supporting  endangered  species  among  all  major  federal 
landowners.  In  addition,  the  plans  ensure  future  development  does  not  interfere  with 
mission  capabilities  and  is  compatible  with  measures  to  protect  endangered  or  threatened 
species.  That's  why  we're  moving  to  an  ecosystem  approach  to  managing  our  lands.  At 
Camp  Pendleton,  this  new  approach  is  exemplified  by  the  recent  signing  of  the  first 
multi-species  programmatic  agreement  with  the  U.S.  Fish  and  Wildlife  Service.  This 
agreement,  which  protects  14  riparian  species,  also  allows  the  Marine  Corps  increased 
access  to  riparian  and  beach  areas  at  Pendleton  for  training. 

Detailed  inventories  have  resulted  in  a  lessening  of  restrictions  on  military 
operations.  For  example,  at  Nellis  Air  Force  Range  in  Nevada,  a  focused  plant  inventory 
led  to  the  discovery  of  a  large  population  of  a  poppy  that  had  been  proposed  for  addition 
to  the  Federal  endangered  species  list.  The  size  of  the  population  and  the  protection 
provided  by  the  Air  Force's  management  of  the  range  resulted  in  a  determination  that  the 
species  need  not' be  listed. 

DoD's  ecosystem  approach  to  managing  its  natural  resources  considers  groups  of 
plant  and  animal  species  instead  of  relying  on  traditional  management  of  single  species. 
It  promotes  adaptive  management  sustainable  for  both  human  and  ecological  purposes. 
The  Camp  Pendleton  example  demonstrates  how  a  heavily-used  military  base  can 
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coordinate  plans  for  military  activities  and  management  of  ecological  zones  for  numerous 
threatened  and  endangered  species. 

A  similar  effort  to  enhance  mission  capabilities  and  protect  threatened  resources  is 
being  undertaken  in  California's  Mojave  Desert.  Most  of  DoD's  large-scale  unit  training 
exercises  and  major  weapons  testing  is  conducted  in  the  Mojave  Desert.  In  the  Mojave, 
our  troops  trained  for  Desert  Storm.  Located  in  the  area  are  such  major  installations  as 
the  Army's  National  Training  Center  (NTC)  at  Fort  Irwin,  Marine  Corps  Ground  Combat 
Center  Twepty-Nine  Palms,  Edwards  AFB,  and  Naval  Air  Weapons  Center  China  Lake. 
DoD  protects  many  natural  resources  on  these  lands  that  are  significant  to  its  long-term 
sustainability.  All  the  Mojave  installations  are  working  to  protect  the  current  and  future 
missions  at  the  military  installations  located  in  the  Mojave  Desert  by  developing  land 
management  plans.  As  part  of  this  effort,  all  major  land  owners  in  the  region  would 
contribute  to  the  development  of  a  scientific  data  base  that  will  be  used  in  preparing 
sp)ecies  protection  and  land  management  plans.  This  data  base  will  provide  land 
managers  and  military  personnel  a  better  understanding  of  the  total  desert  ecosystem  and 
provide  greater  flexibility  in  the  use  of  the  Mojave  for  military  activities. 

DoD  funds  used  to  manage  and  protect  threatened  and  endangered  species  come 
from  each  Military  Service's  overall  conservation  budget  or  from  special  sources  such  as 
the  Legacy  Resources  Management  Program.  DoD  will  invest  approximately  $150 
million  in  FY'96  for  conservation  programs  to  manage  and  maintain  its  training  and 
testing  areas.  "Only  a  small  portion  of  this  amount  —  less  than  15  percent  —  is  devoted  to 
activities  that  affect  endangered  or  threatened  species  or  are  required  by  the  Endangered 
Species  Act.  Last  year,  DoD  invested  approximately  $19.5  million  in  actions  specifically 
designed  to  benefit  these  protected  species.  DoD's  investment  in  conservation  activities 
is  primarily  to  support  readiness  training.  Consequently,  many  activities  attributed  to  the 
Endangered  Species  Act  would  be  accomplished  in  any  event  in  order  to  ensure  effective 
training  or  testing. 

In  these  times  of  shrinking  budgets,  federal  agencies  ~  no  matter  what  their 
mission  ~  must  work  together  to  share  resources  and  information  and  implement 
management  plans.  No  one  agency  can  unilaterally  solve  today's  environmental 
problems  nor  adequately  protect  species  —  it  requires  a  cooperative  effort.  I  am  extremely 
pleased  to  be  here  today  with  the  directors  and  assistant  administrators  from  the  various 
federal  agencies  that  share  the  Department  of  Defense's  interest  in  protecting  endangered 
and  threatened  species. 

The  military  testing  and  training  mission  is  compatible  with  the  goals  of 
environmental  agencies.  But  it  takes  careful  planning.  The  fact  that  threatened  and 
endangered  species  have  continued  to  thrive  on  our  military  installations  is  proof  of  this. 
Protection  of  threatened  and  endangered  species  has  not  hurt  our  military  readiness  and, 
in  some  cases,  has  even  enhanced  it.  DoD's  challenge  is  to  continue  to  protect  threatened 
and  endangered  species  on  military  installations  while  we  conduct  increasingly  realistic 
military  training  and  maintain  military  readiness.  DoD  has  risen  to  this  challenge  by 
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managing  its  25  million  acres  through  a  comprehensive  integrated  stewardship  program 
that  ensures  our  activities  do  not  harm  threatened  or  endangered  species.  The  proof  of 
our  success,  therefore,  cannot  only  be  seen  by  thriving  threatened  and  endangered  species 
populations  on  military  installations,  but  also  by  our  high  state  of  military  readiness. 

I  would  like  to  share  with  the  Committee  today  a  few  of  our  many  success  stories 
in  endangered  species  management.  Eglin  Air  Force  Base  in  northern  Florida  is  home  to 
the  fourth  largest  population  of  endangered  red-cockaded  woodpeckers  in  the  country. 
The  Air  Force  has  carried  out  both  short-term,  species-specific  projects,  and  long-term, 
ecosystem-based  actions  that  enhance  the  woodpecker's  habitat.  These  actions  include 
prescribed  fires  to  control  invading  hardwood  trees  and  promoting  the  regeneration  of  the 
longleaf  pine  forest  upon  which  the  woodpecker  depends.  Air  Force  units  that  train  in  the 
forests  treat  nesting  trees  as  biologically  contaminated  sites  or  mines  to  avoid  disturbance 
of  the  woodpecker.  These  techniques  demonstrate  how  DoD  is  integrating  the  needs  of 
an  endangered  species  with  those  of  the  military  mission. 

The  Army  conducted  a  detailed  review  of  natural  resource  plans  for  installations 
in  the  southeastern  United  States,  focusing  on  the  endangered  red-cockaded  woodpecker. 
In  coordination  with  the  U.S.  Fish  and  Wildlife  Service,  the  Army  reviewed  the  plan, 
evaluated  the  viability  of  existing  populations,  and  developed  standard  management 
guidelines  for  use  of  such  tools  as  prescribed  bums,  protection  of  nesting  trees,  and 
control  of  hardwood  understory  growth.  The  habitat  maintenance  aspects  of  these 
guidelines  are  assisting  installation  resource  managers  to  satisfy  requirements  of  the 
Endangered  Species  Act. 

In  addition,  we  are  currently  consulting  with  the  U.S.  Fish  and  Wildlife  Service  to 
revise  the  training  restrictions  aspects  within  the  management  guidelines  and  the  manner 
in  which  we  determine  red-cockaded  woodpecker  (RCW)  population  goals  at  Army 
installations.  This  initiative  was  undertaken  in  order  to  address  concerns  that  the  training 
restrictions  outlined  within  the  Army's  guidelines  were  unnecessarily  hampering  training 
realism,  particularly  at  Fort  Bragg,  North  Carolina.  On  December  7,  1995,  the  Army  and 
the  U.  S.  Fish  and  Wildlife  Service  tentatively  agreed  to  revised  management  principles 
that  would  enhance  training  realism  on  Army  installations  while  conserving  and  even 
enlarging  RCW  populations  on  Army  installations.  The  primary  benefits  of  the 
agreement  will  be  two-fold.  First,  the  revised  guidelines  will  reduce  the  total  acreage  of 
land  subject  to  training  restrictions  at  Fort  Bragg  and  other  southeastern  Army 
installations.  Second,  endangered  species  management  plans  approved  under  the  revised 
guidelines,  with  the  U.  S.  Fish  and  Wildlife  Service's  concurrence,  will  provide  freedom 
from  training  restrictions  at  some  of  the  areas  where  the  Army  actively  recruits  and 
manages  the  growth  of  RCW  populations  in  mission  essential  areas  of  an  installation. 
We  believe  this  agreement  with  the  U.  S.  Fish  and  Wildlife  Service  strikes  a  reasonable 
balance  between  the  training  mission  and  conservation  of  the  woodpecker.  The  Army 
and  the  U.  S.  Fish  and  Wildlife  Service  are  continuing  work  on  this  initiative  and  hope  to 
implement  the  new  guidelines  this  summer  at  Fort  Bragg  and  other  Army  installations. 
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This  approach  may  have  applications  with  other  endangered  species  at  military 
installations  conducting  intensive  military  training  or  testing  activities. 

The  Navy  is  implementing  management  plans  designed  to  protect  endangered 
marine  species.  To  protect  the  endangered  West  Indian  manatee,  managers  at  Naval 
Submarine  Base  Kings  Bay,  Georgia,  worked  to  design  a  protective  device  that  would 
prevent  manatees  from  being  injured  or  killed  by  ship  propellers.  After  a  prototype 
design  was  tested,  the  guard  was  found  to  be  successful  not  only  in  protecting  the 
manatee,  but  also  in  improving  the  efficiency  of  the  tugboat  on  which  it  was  installed. 
Because  of  the  mutual  benefit  to  manatees  and  naval  operations,  guards  have  been 
installed  on  all  Navy  craft  (does  not  include  ships)  operating  in  the  bay.  This  example 
highlights  how  the  protection  of  a  species  can  lead  to  other,  unexpected  benefits. 

In  some  instances,  DoD,  in  order  to  increase  operational  flexibility,  has  taken 
action  to  help  a  species  thrive.  These  actions,  while  modest  in  cost,  have  been  extremely 
effective.  For  example,  efforts  by  the  Marines  to  increase  the  number  of  mating  pairs  of 
the  least  Bell's  vireo,  an  endangered  songbird,  have  been  so  successful  that  the  U.S.  Fish 
and  Wildlife  Service  has  determined  that  the  establishment  of  a  critical  habitat  area  is  no 
longer  warranted.  In  addition,  the  Marines  have  greater  flexibility  in  their  uses  of 
sensitive  lands,  such  as  riverbeds,  since  the  U.S.  Fish  and  Wildlife  Service  has 
determined  that,  given  the  size  of  the  vireo  population,  a  few  inadvertent  takings  would 
be  acceptable. 

Fewer  than  700  Greenback  Cutthroat  Trout,  native  to  the  Arkansas  River, 
remained  in  existence  in  1978.  Since  1981,  Fort  Carson,  Colorado,  in  coordination  with 
the  U.S.  Fish  and  Wildlife  Service  and  the  Colorado  Division  of  Wildlife,  has  been 
involved  in  a  recovery  effort  for  this  species,  which  is  officially  listed  as  threatened.  In 
1981,  Fort  Carson  filed  a  change  of  use  for  an  existing  water  right  and  constructed  a 
broodstock  pond  for  rearing  the  Greenbacks.  Initially,  40  Greenbacks  were  transported  to 
Fort  Carson's  pond.  Eggs  and  fish  from  this  pond  have  been  used  to  establish 
reproducing  populations  within  national  forests.  Due  to  the  overall  success  of  this 
recovery  program.  Fort  Carson  now  has  a  limited  catch  and  release  program  for  this 
species  that  is  sanctioned  by  the  U.S.  Fish  and  Wildlife  Service. 

DoD  would  not  have  the  option  of  being  a  major  player  in  these  partnerships  and 
interagency  working  groups  had  we  not  had  years  of  responsible  natural  resource 
planning  on  our  installations  behind  us.  Knowing  the  challenges  that  exist  when  an 
agency  must  manage  lands  for  several  sometimes-conflicting  purposes  has  enabled  DoD 
to  participate  with  land  management  agencies  on  an  equal  footing.  The  work  of  our 
natural  resources  managers  at  our  installations  forms  the  strong  foundation  for  this 
increased  conservation  role. 
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DoD  makes  investments  each  year  to  ensure  that  missions  can  be  performed  with 
little  or  no  impact  on  threatened  or  endangered  species.  DoD  has  been  able  to  meet  the 
provisions  of  the  Endangered  Species  Act  and  at  the  same  time  conduct  the  necessary 
training  and  testing  to  be  ready  to  meet  any  military  challenge. 

I  would  be  happy  to  answer  any  questions  from  the  Committee. 
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MR.  CHAIRMAN  AND  MEMBERS  OF  THE  COMMITTEE: 

INTRODUCTION 

I  am  Major  General  Stanley  G.  Genega,  Director  of  Civil  Works  for  the  U.S.  Anny  Corps  of 
Engineers.   Thank  you  for  the  opportunity  to  describe  the  expenditures  and  associated  activities  of  the  Corps  to 
conserve  endangered  and  threatened  species  in  connection  with  our  Civil  Works  Program. 

The  Corps  began  to  keep  track  of  its  national  expenditures  for  implementing  the  Endangered  Species 
Act  (Act)  during  Fiscal  Year  1989.   The  Department  of  the  Interior,  in  response  to  the  1988  Amendments  to  the 
Endangered  Species  Act,  requested  that  the  Corps  provide  a  species-by-species  accounting  of  our  expenditures 
in  implementing  our  duties  and  responsibilities  pursuant  to  the  Act.   I  will  siumnarize  our  responsibilities, 
expenditures  to  date,  and  then  provide  a  perspective  on  four  different  regions  of  the  country  that  have 
particularly  significant  and  on-going  issues  involving  Federally  listed  endangered  and  threatened  species. 

ARMY'S  RESPONSIBILITIES 

The  Army,  through  the  Corps  Civil  Works  Program,  carries  out  project  related  activities  of  planning, 
construction,  operations  and  maintenance  to  implement  the  Secretary  of  the  Army's  authorities  for  navigation, 
flood  damage  reduction,  environmental  protection  and  restoration,  and  related  purposes.   The  Cotps  also  carries 
out  the  Wetlands  Regulatory  Program  audiorized  under  Section  404  of  the  Clean  Water  Act,  the  1899  Rivers 
and  Harbors  Act,  and  the  Marine  Protection,  Research,  and  Sanctuaries  Act.   The  Corps  has  planned, 
developed,  and  currently  maintains  12,000  miles  of  waterways;  has  constructed  8,S(X}  miles  of  flood  control 
levees  and  383  reservoirs;  and  has  constructed  and  operates  75  hydroelectric  power  focilities.  The  Corps  has 
stewardship  responsibility  for  nearly  12  million  acres  of  land  and  water  at  over  460  projects. 
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The  Coips  Civil  Works  Program  deals  witb  the  Endangered  Species  Act  primarily  in  four  functional 
areas:  project  planning;  resource  management  at  existing  projects;  dredging  of  Federally-maintained  waterways; 
and,  the  operation  of  multipurpose  flood  damage  reduction  and  hydropower  projects.  In  these  functional  areas, 
determinations  ate  made  concerning  whether  consultation  is  required  under  the  Endangered  Species  Act,  and 
whether  mitigation  or  conservation  and  other  steps  under  the  Act  are  appropriate. 

In  addition  to  these  functional  areas,  the  Corps  carries  out  a  regulatory  program  that  provides  the 
authority  to  the  Secretary  of  the  Army  to  regulate:   dredging,  structures  and  other  types  of  work  in  navigable 
waters  of  the  United  States;  the  discbarge  of  dredged  or  fill  materia!  into  waters  of  the  United  States,  including 
wetlands,  under  Section  404  of  the  Clean  Water  Act;  and  the  transport  of  dredged  material  for  the  purpose  of 
ocean  disposal  under  Section  103  of  the  Marine  Protection,  Research  and  Sanctuaries  Act.   Compliance  widi  the 
Endangered  Species  Act  is  required  before  issuance  of  any  permit  under  our  regulatory  program. 

nSCAL  YEAR  EXPENDITURES 

The  amiual  Corps  response  to  the  Department  of  the  Interior  has  been  standardized  to  include 
expenditures  in  the  following  categories:   alt  costs  related  to  consultation  under  Section  7  of  the  Endangered 
Species  Act;  all  costs  for  Corps  involvement  in  recovery  teams  and  recovery  plans;  all  costs  associated  with 
"incidental  take"  provisions  issued  with  the  Act's  biological  opinions;  all  costs  incurred  for  studies,  research, 
observers  and  monitoring  required  by  the  Act;  and,  all  costs  for  mitigation.   There  are  no  regulatory  program 
funds  spent  directly  to  administer,  implement,  conserve  or  protect  endangered  or  threatened  species.   The  Corps 
does,  however,  spend  regulatory  funds  in  evaluating  and  conditioning  permits  that  support  the  conservation  and 
protection  of  endangered  and  threatened  species.  These  permit  processing  costs  are  included  in  the  expenditure 
figures  provided  below. 

In  Fiscal  Year  1989,  the  Corps  expended  $4,081,000  for  activities  relating  to  endangered  or  threatened 
species.  Over  30  percent  of  that  amount  was  for  three  species  in  the  Corps  South  Pacific  Division,  primarily  in 
California  and  Arizona.  Those  species  were  the  Bell's  least  vireo,  the  California  least  tern,  and  the  desert 
tonoise. 

In  Fiscal  Year  1990,  the  Corps  expended  $8,081,000.   Ahnost  50  percent  of  this  was  for  three  species 
in  California. 

In  Fiscal  Year  1991,  the  Corps  expended  $7,675,000.  Of  this,  a  total  of  $2,500,000  was  spent  for  sea 
turtles  and  the  red<ockaded  woodpecker  within  the  jurisdiction  of  the  Corps  South  Atlantic  Division  and 
$1,400,000  was  spent  for  the  Bell's  least  vireo  in  California. 

In  Fiscal  Year  1992,  the  Corps  expended  $30,168,000.  The  dramatic  jump  in  costs  reflects 
expenditures  of  approximately  $13,000,000  by  the  Corps  North  Pacific  Division  on  all  matters  related  to  the 
salmon  crisis  in  the  Columbia  and  Snake  Rivers,  Washington,  Oregon,  and  Idaho;  where  several  species  of 
Pacific  sahnon  bad  been  listed  as  either  threatened  or  endangered  pursuant  to  the  Act.  This  figure  includes 
costs  for  fish  passage  facilities  on  the  Columbia  River  that  benefit  endangered  species.   We  Awould  note  that  the 
juvenile  fish  passage  program  was  initiated  prior  to  the  listing  of  salmon  species.  It  should  also  be  noted,  that 
other  species,  not  threatened  or  endangered  (such  as  steelhead),  also  benefit  from  these  facilities. 

In  Fiscal  Year  1993,  the  Corps  expended  $33,960,000.  of  which  the  single  largest  cost  was  for 
litigation,  recovery  and  resource  protection  activities  related  to  matters  involving  Pacific  salmon  in  the  northwest 
($21,600,000). 

In  Fiscal  Year  1994,  the  Corps  expended  $51,866,000.   Again,  the  single  largest  portion  of  this  figure 
was  allocated  to  matters  involving  the  Pacific  salmon  in  Washington  and  Oregon,  where  the  Corps  spent 
$40,800,000  on  fish  passage  focilities  and  other  measures  to  protect  threatened  and  endangered  fish  as  required 
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bytbe  Act. 

In  Fiscal  Year  1995,  the  Corps  estinuics  that  it  spent  approximately  $9S,000.000  implementing  the 
Endangered  Species  Act.  This  is  an  estimate  because  Corps  field  offices  have  not  yet  reported  detailed  species- 
by-species  expenditures  used  to  prepare  the  foimal  Corps  report  lo  the  Department  of  die  Interior.  The  Fiscal 
Year  199S  estimate  of  expenditures  for  Pacific  salmon  alone  is  $83,000,000.  due,  primarily,  to  fish  passage 
Cacility  construction  in  Washington  on  the  Columbia  and  Snake  Rivers.  It  should  be  noted  that  about  73  percent 
of  these  appropriated  expenditures  are  repaid  to  the  Treasury  by  power  users  through  the  Bonneville  Power 
Administration. 

We  estimate  expenditures  in  Fiscal  Yeats  1996  and  1997  to  be  $120,000,000  and  $145,000,000, 
respectively,  due  largely  to  costs  for  construction  and  operation  of  die  fish  passage  measures  on  the  Columbia 
and  Snake  Rivets  in  Washington,  Oregon,  and  Idaho.  The  Corps  estimates  that  Fiscal  Year  1996  expenditures 
on  salmon  will  be  approximately  $  75,000,000.  In  Fiscal  Year  1997.  we  project  sahnon  expenditures  will  again 
increase  to  approximately  $  107.000.000. 

REGIONAL  ACnvmES 

I  would  now  like  to  highlight  four  Corps  activities,  in  four  regions  of  the  country,  that  have  significant 
endangered  species  issues  warranting  discussion.  In  each  case,  the  activity  or  project  is  complex  and  the 
endangered  species  of  concern  have  high  visibility  on  both  a  regional  and  national  level. 

PACIHC  NORTHWEST  HYDROPOWER  -  SALMON 

The  Corps  operates  twelve  mainstem  projects  in  the  Columbia-Snake  River  basin  that  provide 
hydropower,  flood  control,  irrigation,  fish  and  wildlife,  water  supply  and  navigation  use.  The  dams  also  change 
river  conditions,  flows,  and  temperatures.  These  changes  can  adversely  affect  aquatic  life,  and  create  obstacles 
for  migrating  salmon.  The  Corps  has  mitigated  for  effects  of  die  dams  on  fish  and  wildlife  since  Bonneville 
Dam  was  constructed  in  die  late  1930s.  Mitigation  includes  juvenile  and  adult  bypass  systems  for  migrating 
salmon  at  die  eight  Corps  dams  in  the  lower  Columbia  and  Snake  Rivers.  The  Endangered  Species  Act  listings 
of  die  Snake  River  sahnon  in  1991  and  1992  have  accelerated  efforts  to  improve  fish  passage  systems  at  these 
dams.  A  National  Marine  Fisheries  Service  biological  opinion  on  the  effects  of  hydropower  system  operation 
on  listed  Snake  River  sahnon,  issued  in  March  1995,  iiKludes  recommendations  for  changes  to  project 
operations  and  the  bypass  systems  to  improve  salmon  migration  conditions.  A  Corps  Record  of  Decision 
documents  die  agency's  intent  to  implement  the  biological  opinion's  measures  to  dw  extent  possible. 

Although  there  is  much  focus  placed  on  improvements  at  the  dams,  other  bctois  in  the  salmon  life- 
cycle,  such  as  quality  of  ocean  and  stream  habitat  and  the  effects  of  hatcheries  and  harvests,  are  also  being 
addressed.   Salmon  habitat  is  diverse  and  geographically  widespread,  affecting  many  differing  interests  such  as 
fishers,  irrigators,  shippers,  recreational  usen,  and  power  producers.   Most  interests  in  the  region  agree  that 
healdiy  salmon  runs  are  important  to  die  regional  economy  and  culture  and  much  of  tbe  work  ahead  relates  to 
the  creation  of  a  consensus  on  rebuilding  stocks. 

SOUTHEAST  COAST  NAVIGATION  -  SEA  TURTLES  AND  RIGHT  WHALES 

Tbe  second  Corps  activity  dut  I  wish  to  highlight  is  the  maintenance  of  die  Federal  coastal  navigation 
system  along  die  soudieast  coast  of  die  United  Slates.  A  1990  snidy  by  die  National  Academy  of  Sciences, 
entiUed  'Decline  of  die  Sea  Turtles.  Causes  and  Prevention,*  estimated  diat  ho|^r  dredges  were  killing  as 
many  as  500  loggerhead  sea  turtles  and  up  to  50  Kemp's  ridley  sea  turtles  annually.  Monitoring  of  channel 
maintenance  activities  at  die  Brunswick  and  Savannah,  Georgia,  ship  channels  from  March  duough  July  1991 
documented  die  mortality  of  38  sea  turdes. 
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Following  receipt  of  a  regional  biological  opinion  under  the  Endangered  Species  Act,  the  Corps  Soutb 
Atlantic  Division  issued  policy  guidance  restricting  hopper  dredging  in  Southeast  navigation  channels  to  the 
period  of  December  through  March.   An  intensive  research  efTon  was  also  initiated  to  develop  new  technologies 
to  protect  sea  turtles  and  to  determine  the  seasonal  distribution  of  sea  turtles.   In  cooperation  with  the  National 
Marine  Fisheries  Service,  restricted  dredging  demonstrated  diat,  in  a  3  year  period,  a  total  of  20  million  cubic 
yards  of  material  were  dredged  from  nine  harbor  projects  with  the  unintentional  taking  of  only  one  Kemp's 
ridley  and  eight  loggerhead  sea  turtles.   While  these  losses  are  unfortunate,  it  is  substantially  less  than  the 
number  allowed  by  the  incidental  take  provision  in  the  biological  opinion.  Through  our  research  effort,  we 
have  developed  a  hopperdredge  draghead  designed  to  deflect  sea  turtles.   While  not  affecting  dredging 
production  rates,  this  deflecting  draghead  was  95  percent  effective  in  deflecting  artificial  sea  turtles  during 
developmental  testing. 

The  Corps  sea  turtle  research  effort  is  producing  biological  information  in  addition  to  the  dredging 
effects  results.  Each  turtle  collected  during  the  monitoring  effort  was  measured,  aged  and  tagged.  Future 
recapture  of  these  turtles  will  yield  new  information  on  sea  turtle  growth  rates,  behavior  and  distribution. 

Another  endangered  species,  the  right  whale,  was  found  to  be  at  potential  risk  during  the  December 
through  March  dredging  window  established  for  sea  turtle  protection.  The  offshore  areas  of  northern  Rorida 
and  southern  Georgia  are  the  only  known  right  whale  calving  grounds  in  the  north  Atlantic  Ocean.  To  protect 
the  whales,  the  Corps  has  been  conducting  observation  flights  over  these  waters  and,  when  right  whales  are 
sighted,  dredge  operators,  enroute  to  an  ocean  disposal  site,  are  instructed  to  reduce  speed.  Not  a  single  right 
whale  has  been  imperiled  in  over  a  thousand  round  trips  to  the  disposal  site.  This  interagency  effort,  dubbed 
the  'Right  Whale  Eariy  Warning  System,'  is  part  of  the  recovery  effort  for  die  whale  under  the  Endangered 
Species  Act. 

MISSISSIPPI  AND  MISSOURI  RIVERS  AND  TRIBUTARIES  -  SHORE  BIRDS  AND  STURGEON 

Two  shore  birds  given  protection  by  the  Endangered  Species  Act,  the  least  tern  and  the  piping  plover, 
nest  on  bare  sandbars  and  islands  below  Corps  constructed  and  operated  reservoirs  in  the  Missouri  River.  In 
1986,  the  year  after  these  species  were  added  to  the  endangered  species  list,  the  Corps  began  operating  the 
Missouri  River  Mainstem  Reservoir  system  to  prevent  flooding  of  these  species'  nests. 

Formal  consultation  under  section  7  of  the  Act  was  initiated  with  the  Fish  and  Wildlife  Service  in  1987 
and  concluded  in  1990  with  the  issuance  of  a  'jeopardy'  biological  opinion.  The  Fish  and  Wildlife  Service 
determined  that  jeopardy  could  be  avoided  through  habitat  creation,  censusing  and  surveying  nesting  areas, 
public  information  and  education,  and  scheduling  reservoir  water  releases  to  avoid  impacting  the  birds  and  their 
nests.   The  Corps  has  implemented  these  alternatives,  and  the  effectiveness  of  these  measures  can  be  seen  in  the 
use  of  the  Corps-created  nesting  habitat.   As  recently  as  1993,  the  only  least  terns  nesting  below  Gavins  Point 
Dam  were  on  18  Corps-made  islands,  totaling  approximately  12S  acres.  This  represented  an  estimated  27 
percent  of  the  total  adult  least  tern  nesting  population  on  the  entire  Missouri  River  system.   Success  has  not 
been  easy.   While  meeting  the  primary  purposes  of  flood  control  and  navigation,  we  have  struggled  to  meet  die 
bird  productivity  goals,  (i.e.,  number  of  young  fledged  per  nesting  pair  of  adults)  set  forth  in  the  Fish  and 
Wildlife  Service  biological  opinion.  Our  efforts  have  been  made  more  difficult  by  period  of  drought  and 
flooding.     For  instance,  in  I99S  high  reservoir  storage,  coupled  with  large  inflows  restilted  in  the  need  to 
evacuate  stored  flood  waters  during  the  nesting  season.   Working  with  the  Service,  we  collected  approximately 
350  eggs  from  the  river,  propagated  the  eggs,  and  released  220  chicks  to  the  wild.  This  action  allowed  us  to 
meet  our  flood  control  responsibility  while  minimizing  mortality  to  the  birds. 

The  pallid  sturgeon,  present  in  the  Missouri  and  Mississippi  Rivers,  was  listed  under  the  Act  as  an 
endangered  species  in  1990.   In  May  1990  the  Corps  and  the  U.  S.  Fish  and  Wildlife  Service  entered  informal 
Section  7  consultation  regarding  the  Missouri  River  Master  Water  Control  Manual  Review  and  Update  (Master 
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Manual  Review),  which  was  initiated  in  November  1989.  The  Coips  made  a  determination  that  changing  the 
water  control  plan  'may  affect"  the  interior  least  tern,  the  piping  plover  and  the  pallid  sturgeon  and  initiated 
formal  Section  7  consultation  with  the  Service  on  December  8,  1993.  Consultation  with  the  Service  continues 
as  we  proceed  in  reviewing  and  updating  the  water  control  manual. 

GULF  INTRACOASTAL  WATERWAY  -  WHOOPING  CRANE 

A  30-mile  portion  of  the  Gulf  Intracoastal  Waterway  in  Texas,  including  a  13.2S-inile  reach  widiin  the 
Aransas  National  Wildlife  Refuge,  crosses  designated  critical  habitat  of  the  endangered  whooping  crane. 
Critical  habitat  is  being  lost  at  a  rate  of  about  two  acres  per  year  due  to  erosion  caused  by  wave  action  and 
currents  in  the  waterway.   The  Fish  and  Wildlife  Service  draft  biological  opinion  states  that  vessel  movement  is 
the  principal  cause  of  whooping  crane  habitat  loss  in  this  area,  and  although  vessel  operations  are  under  Coast 
Guard  jurisdiction,  the  Service  has  looked  to  the  Corps  to  resolve  the  problem.   In  the  short-term,  the  Corps 
Galveston  District  participated  in  a  volunteer-supported  project  to  fill  and  place  bags  of  dry  concrete  mix  at 
critical  areas  along  the  shore.  Also,  about  9,300  feet  of  articulated  concrete  mat  bank  protection  was 
constructed  along  one  critically  eroding  area  in  1992  and  1993.  These  two  efforu  successfully  accomplished 
their  purposes.  The  Galveston  District  is  working  with  the  Corps  Waterways  Experiment  Sution  to  develop 
bank  protection  projects  utilizing  material  routinely  dredged  from  the  waterway.   In  addition  to  continuing  the 
placement  of  concrete  mat  protection,  ongoing  feasibility  studies  by  the  Corps  are  examining  the  creation  and 
restoration  of  approximately  1 ,600  acres  of  marsh  for  crane  habitat,  as  part  of  the  navigation  project's  Dredged 
Material  Management  Plan. 


CONCLUSION 

As  is  evident  from  the  expenditures  and  examples  provided  above,  it  is  clear  that  with  the  complexities 
of  the  Endangered  Species  Act,  the  public  and  private  interests  that  become  partners  in  implementing  the  Act, 
and  the  technical  challenges  being  the  Corps,  we  will  continue  to  devote  significant  resources  to  these  issues. 
The  Corps  has  been  making  diligent  efforts,  utilizing  sute-of-the-art  equipment  and  techniques,  to  efficiently 
and  effectively  uiKkrsiand,  protect  and  restore  endangered  species  aixl  the  communities  and  ecosystems  to  which 
they  belong. 
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Mr.  Chairman  amd  Members  o£  the  Committee:   I  am  Rolland 
Schmitten,  Assistant  Administrator  for  Fisheries,  National 
Ocecuiic  and  Atmospheric  Administration,  U.S.  Department  of 
Commerce,  euid  Director  of  the  National  Marine  Fisheries  Service 
(NMFS)  .   I  appreciate  this  opportiinity  to  discuss  the  eunount  of 
funds  the  National  Marine  Fisheries  Service  has  used  to  conserve 
amd  recover  listed  endangered  and  threatened  species  under  the 
Bndauigered  Species  Act  (BSA) ,  as  well  as  the  Agency' s  efforts  to 
prevent  species  from  declining  to  the  point  where  they  need  to  be 
listed  \inder  the  BSA  in  the  first  place. 

Fxmdinq 

Starting  with  funding... in  FY  1992,  NMFS  received  a  total  of 
$8.5  million  for  BSA  activities.  Due  to  increased 
responsibilities,  primarily  the  listing  of  salmon,  the  amount 
increased  to  $21.2  million  in  FY  1996.  The  Administration's 
funding  request  for  FY  1997  BSA- related  activities  is  $23.5 
million.  These  funds  are  for  the  entire  NMFS  BSA  program, 
including  recovery,  listing  status  and  review,  research  and 
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enforcement  activities.  Attached  to  this  testimony  is  a  chart  o£ 
NMFS'  BSA  funding  history  over  the  last  5  years. 

The  cost  of  recovery  for  some  species  may  seem  overwhelming, 
but  this  is  a  reflection  of  the  peril  faced  by  species  at  the 
time  of  listing.   Most  species  come  under  the  protection  of  the 
ESA  when  they  are  already  endemgered  or  threatened  with 
extinction,  so  that  recovery  taJces  memy  years,  even  generations. 
However,  even  if  unlimited  funding  were  available,  our  goal 
should  be  to  prevent  species  from  becoming  threatened  or 
endcuigered  in  the  first  place. 

However,  NMFS  is  using  every  availeible  resource  it  has  to 
prevent  the  need  to  list  marine  and  anadromous  species.   One  of 
these  resources  is  the  Magnuson  Fishery  Conservation  and 
Management  Act  (Magnuson  Act) .  Through  this  Act,  NMFS  has  a 
unique  association  with  the  fishing  industry,  constituent  groups, 
states,  tribal  agencies  suid  other  Federal  organizations  also 
charged  with  the  development  of  fishery  harvest  policy  located  in 
Federal  or  state  waters.   For  example,  in  1993,  NMFS  proposed  to 
list  harbor  porpoise  in  the  Gulf  of  Maine  as  threatened  under  the 
BSA  primarily  due  to  the  large  bycatch  of  this  species  in  the 
Gulf  of  Maine  gillnet  fishery.   However,  since  1992  atnd  prior  to 
any  determination  regarding  an  BSA  final  listing,  NMFS  and  the 
Northeast  Fishery  Management  Council  have  been  working  together 
through  the  Magnuson  Act  and   the  current  Marine  Maicmal  Protection 
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Act  (MMPA)  take  reduction  teaun  process  to  reduce  bycatch  to  a 
level  that  is  sustainable  to  the  population  and  will  not  require 
that  the  species  be  listed. 

The  NNFS  habitat  conservation  program  also  provides  many 
avenues  for  promoting  recovery  and  conservation.   The  recent 
National  Research  Council  report  on  science  euid  the  BSA  stated 
that  protection  of  habitat  is  aJssolutely  crucial  to  the  survival 
and  recovery  of  species.  Without  habitat  protection,  a  species 
caumot  survive,  and  it  caumot  recover.  There  is  no  alternative. 

Each  year,  the  NMFS  habitat  conservation  program  reviews  auid 
provides  advice  on  thousauids  of  individual  actions  that  affect 
habitat.   By  being  involved  early  in  the  plauining  process,  NMFS 
can  save  valuable  fishery  and  other  living  marine  resource 
habitats.   One  importamt  exanple  is  to  use  our  authority  under 
the  Federal  Power  Act  to  require  passage  of  fish  aroiuid 
hydroelectric  dauns . 

The  NMFS  Restoration  Center  guides  NOAA's  efforts  to  restore 
daunaged  amd  degraded  habitats.   The  Center  has  had  a  number  of 
well -recognized  successes  in  a  variety  of  itq>ortant  areas  that 
support  endamgered  auid  threatened  species.   For  exaunple,  the 
Center  coordinated  the  NMFS  role  as  a  Federal  sponsor  for 
wetlamds  restoration  in  Louisiana  amd  last  year  coaqpleted  a  major 
coral  reef  restoration  project  in  the  Florida  Keys. 
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Under  the  Marine  Mammal  Protection  Act,  NMFS  takes  action 
before  BSA  listing  is  necessary.  For  exanple,  under  the  MMPA,  a 
conservation  plan  has  been  developed  for  depleted  northern  fur 
seals  which  includes  management  measures  to  stem  further 
declines.  Similarly,  an  MMPA  conservation  plan  for  the  northwest 
Atlantic  coastal  migratory  stock  of  bottlenose  dolphins  is  being 
developed.  This  stock  of  bottlenose  dolphins  experienced  by  a 
large  die-off  in  1987-88.  An  MIPA  conservation  plan  for  harbor 
seals  in  southeast  Alaska  is  also  being  developed.  That  stock  of 
harbor  seals  has  shown  a  major  population  decline,  smd  NMFS  wants 
to  identify  and  correct  any  problems  before  it  becomes  necessary 
to  list  the  stock  under  the  BSA. 

Further,  with  congressional  fxinding  in  1994  and  1995,  MMFS 
is  developing  criteria  that  nay  be  used  to  delist  or  remove  from 
endangered  status  many  of  the  large  whale  species.  Several 
endangered  whales  were  listed  as  a  result  of  ccanercial  whaling 
threats.  With  the  immediate  threat  of  whaling  gone,  MMFS  is 
reviewing  the  status  of  many  species  with  the  intent  to  propose  a 
change  in  BSA  status. 

Oray  Nhala 

The  North  Pacific  population  of  gray  whale  was  removed  from 
the  endangered  species  list  after  its  population  increased  from 
fewer  than  10,000  in  the  19308  to  21.000  in  1994.   I  would  like 
to  eaphasize  that  the  recovery  of  the  gray  whale  did  not  happen 
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overnight .   It  was  a  long  process  and  certainly  the  MMPA  amd  the 
ESA  were  crucial  in  preventing  its  extinction. 

Disease  Monitorlag 

Under  the  Marine  Mangnal  Health  and  Strsinding  Response  Act, 
NMFS  is  making  an  e££ort  to  detect  potential  problems  before  they 
become  major  issues.   As  part  of  this  progrsun  NMFS  is  monitoring 
contamineuit  levels  in  marine  mammals.   The  program  has  also  been 
successful  in  detecting  serious  diseases  in  marine  mammal 
populations  before  major  epidemics  occur.   For  example,  phocine 
distemper  virus  has  been  found  in  east  coast  seals. 
Retrospective  analyses  determined  that  the  disease  has  been 
present  in  the  population  for  some  time  cuid  that  we  are  unlikely 
to  see  the  type  of  epidemic  that  killed  over  17,000  seals  when 
the  same  disease  was  introduced  into  Europe  in  1988. 
morbillivirus  has  been  detected  in  dolphin  populations  off  the 
Atlantic  and  Gulf  coasts.   Just  this  Fall,  the  first  evidence  of 
Morbillivirus  was  found  in  a  dolphin  population  in  the  Pacific 
Ocean.   We  found  evidence  of  exposure  in  four  common  dolphins 
that  stranded  in  California.   NMFS  is  currently  sponsoring 
research  on  brucellosis  in  harbor  seals  in  the  State  of 
Washington . 

Take  Reduction  Teams 

Under  the  1994  amendments  to  the  Marine  Mammal  Protection 
Act,  NMFS  is  developing  aind  implementing  Take  Reduction  Plans 
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designed  to  assist  in  the  recovery  or  prevent  the  depletion  of 
stocks  which  interact  with  fisheries.   Some  fisheries  interact 
frequently  or  occasionally  with  marine  mammal  stocks  that  are 
designated  as  endeuigered  or  threatened  under  the  ESA,  depleted  . 
under  the  MMPA,  or  whose  level  of  human -caused  mortality  exceeds 
the  stock's  calculated  Potential  Biological  Removal  (PBR)  level. 
Teike  Reduction  Teams  are  producing  plans  that  will  lower  the 
levels  of  mortality  caused  by  incidental  interactions  between 
fisheries  cuid  marine  mammal  stocks. 

Teike  Reduction  Teams  have  been  formed  for  1)  the  Gulf  of 
Maine  harbor  porpoise,  2)  Atlantic  offshore  cetaceans  (including 
right  whales  cuid  hun^back  whales,  both  listed  as  endamgered  under 
the  ESA),  amd  3)  Pacific  offshore  cetaceans  (including  sperm 
whales,  listed  as  endangered  under  the  ESA) .  The  Teams  are  made 
up  of  individuals  who  represent  the  span  of  interests  and 
affected  parties  impacted  by  these  decisions,  including  the 
commercial  and  recreational  fishing  industries,  fishery 
management  councils,  interstate  fishery  commissions,  academic  and 
scientific  organizations,  state  officials,  native  Alaskans  or 
other  Native  American  interests  if  appropriate,  environmental 
groups,  smd  NMFS  representatives. 

NMFS  anticipates  that  the  implementation  of  Take  Reduction 
Plans  will  result  in  the  immediate  reduction  of  fishery-related 
incidental  serious  injuries  and  mortalities  to  below  PBR  for  all 
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strategic  stocks  affected,  and   to  insignificcuit  levels 
approaching  a  zero  mortality  amd  serious  rate  within  five  years. 
This  will  aid  in  recovery  efforts  for  listed  stocks  and  prevent 
the  fishery-related  depletion  of  stocks  which  are  in  demger  of 
being  listed  as  threatened  or  endamgered  in  the  future. 

Sea  Turtles 

NMFS  and   the  Fish  euid  Wildlife  Service  (FWS)  share 
jurisdiction  and  responsibility  for  endsuigered  or  threatened  sea 
turtle  species.  NMFS  enphasizes  conservation  efforts  in  the 
marine  environment  while  FWS  focuses  its  efforts  on  nesting 
beaches.  Due  to  the  wide  distribution  euid  migratory  habits  of 
sea  turtles,  it  is  only  through  colleQjorative  efforts  with  the 
southeastern  coastal  states  and   international  cooperation  such  as 
we  have  with  Mexico  that  we  Cem  hope  to  recover  sea  turtle 
populations.  NMFS  recovery  efforts  are  much  broader  thsui  the 
widely  publicized  TED  requirements  for  shrimp  vessels  cuid  include 
assessing  iaf>acts  of  long  line  fisheries  auid  flounder  trawling 
fisheries,  support  for  research  into  a  deadly  disease  causing  y' 
tumorous  growths  on  green  turtles,  and   collaboration  with  the 
Corps  of  Engineers  to  reduce  mortality  from  dredging  activities. 

Because  of  vigilamt  protection  of  nesting  turtles  and  nests 
in  Mexico  auid  restrictions  on  shrinking  activities  in  both  our 
countries,  the  most  endangered  sea  turtle,  the  Kemp's  ridley,  is 
turning  the  comer  euid  its  decline  towards  extinction  is  being 
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reversed.  There  is  also  encouraging  evidence  that  the  nesting 
population  of  green  turtles  in  Florida  is  increasing.  While  the 
U.S.  population  of  loggerheads,  which  is  the  second  largest  in 
the  world,  appears  stable,  we  are  gravely  concerned  about 
juvenile  euid  sub-adult  mortality  from  long  line  fisheries  in  the 
Mediterranesm  suid  eastern  Atleuitic.  We  are  similarly  concerned 
about  impacts  of  Pacific  long  line  fisheries  on  leatherbacks 
which  are  experiencing  dramatic  declines  in  the  Pacific. 

These  examples  demonstrate  that  persistent  and  strong 
conservation  measures  carried  out  in  collaboration  with  other 
nations  can  effect  sea  turtle  recovery  but  they  also  point  out 
that  there  are  still  significant  iinresolved  threats  which  require 
major  efforts  if  recovery  is  to  be  sustained  in  the  long  term. 

Salmon  and  the  BSA 

There  have  never  been  fewer  salmon  in  the  Columbia  River 
basin  than  today.  Although  actions  have  been  t£dcen  to  halt  the 
decline,  it  continues.   Since  the  Snake  River  listings,  NMFS  has 
proposed  to  list  several  populations  of  coho  and  steelhead. 
Before  these  become  final  listings,  NMFS  is  taking  steps  in 
cooperation  with  other  Federal  agencies  to  reduce  the  economic 
impact  of  the  listings  and  achieve  regional  consensus  on  how  to 
best  proceed  with  conservation  efforts. 
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For  all  Northwest  salmon  species,  whether  listed,  proposed 
for  listing,  or  Ceuididates  for  listing,  NMFS  is  using  its 
resources  to  ensure  better  public  participation,  fairness,  and 
certainty.   To  create  partnerships,  NMFS  works  closely  with  state 
and  local  governments,  tribal  groups,  industry  organizations  and 
private  property  owners.   In  fact,  when  NMFS  aumounced  its 
proposed  listing  for  coastal  coho  salmon  populations, 
representatives  of  the  Governors  of  California,  Oregon,  and 
Washington  participated  in  the  announcement  amd  pledged  the 
commitments  of  the  three  states  to  assume  a  lead  role  in 
developing  state-based  conseirvration  strategies  in  partnership 
with  Federal  emd  tribal  authorities.   This  conservation 
partnership  is  opening  a  new  era  that  reflects  taany   of  the 
recommendations  of  the  Western  Governors'  Association  concerning 
the  ESA. 

Throughout  the  Pacific  Northwest  local  "watershed  councils" 
have  been  forming.   These  councils  are  generally  driven  by 
private  citizens  taking  voluntary  actions  to  improve  salmon 
habitat . 

Much  of  the  salmon  habitat  in  the  Pacific  Northwest  is 
located  on  large  tracts  of  privately  owned  commercial  timber 
stands.   Large  lamdowners  have  the  aUsility  to  maJce  a  real 
difference  in  a  watershed  through  their  land  management 
activities.   Also,  they  have  the  technical  and  financial 
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resources  to  conduct  watershed  smalyses  emd  develop  con^rehensive 
watershed  plsms. 

Last  Fall  the  Administration  announced  its  "No  Surprises" 
policy,  under  which  l2uidowners  who  develop  an  approved  habitat 
conservation  plan  (HCP)  for  emy  threatened  or  endangered  species 
will  not  be  subject  to  later  dememds  for  a  larger  land  or 
financial  commitment  if  the  plan  is  adhered  to- -even  if  the  needs 
of  any  species  covered  by  the  plan  increase  over  time.   A 
lemdotmer  who  agrees  to  provide  for  the  long-term  conservation  of 
species  in  accordemce  with  an  approved  HCP  is  assured  that 
activities  on  the  land  can  proceed  without  having  amy  addition 
mitigation  requirements  in^xised,  except  as  provided  under  the 
terms  of  the  plan  itself.   Species  that  are  not  yet  listed  are 
also  being  covered  under  the  umbrella  of  an  HCP  and,  if  listed, 
the  Icmdowner,  state  or  local  government  does  not  have  to  take 
additional  protective  measures  if  the  species  is  already  included 
in  the  HCP.   One  of  the  benefits  is  that  it  provides  the 
predicteibility  that  the  private  sector  needs.  / 

Also,  I  am  proud  to  report  that  NMFS  amd  the  Fish  amd 
Wildlife  Service  have  coordinated  development  of  HCPs  to  allow 
private  leuidowners  the  advantage  of  one-stop  shopping.   Both 
staffs  are  located  in  one  office  in  the  Pacific  Northwest  cuid 
literally  work  side  by  side  for  efficiency  and  coordination. 
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NMFS  is  integrating  conservation  measures  on  Federal  and 
non- Federal  lamds.   The  development  o£  HCPs  on  non- Federal  lauids 
that  supplement  the  protective  conservation  measures  in  place  on 
Federal  lands  is  central  to  this  effort.   NMFS  fishery  biologists 
work  directly  with  HCP  applicamts  to  assess  fish  habitat  auid 
stream  conditions  on  their  lands,  euid  assist  applicamts  in 
preparing  conservation  plans,  including  both  ripariam  buffers  and 
road  memagement  strategies,  that  meet  both  the  needs  of  listed, 
proposed  or  candidate  species  and  the  lamdowners.   Currently, 
NMFS  is  working  on  about  35  HCPs  that  cover  a  laund  area  of  over  6 
million  acres. 

Rather  thsm  wait  until  a  species  is  listed  to  address 
potential  adverse  effects  of  land,  memagement  activities,  NMFS 
believes  it  is  beneficial  to  incorporate  conservation  efforts 
early  on.   While  NMFS  Ceui  provide  leadership  as  the  Federal 
marine  resource  agency,  from  50  to  90  percent  of  all  the  habitat 
of  species  proposed  for  listing  is  bordered  by  non-Federal  lands, 
much  of  it  consisting  of  private  timber  stands.   Therefore, 
private  actions  must  play  a  significamt  role  in  restoring  the 
health  of  these  species.   Incentives,  such  as  those  provided  by 
HCPs,  are  inqportemt  to  encourage  lamdowners  to  participate  in  the 
recovery  of  species.   The  threat  of  an  BSA  listing  with  the 
resulting  consequences  should  not  be  the  driving  force  in 
enlisting  this  participation. 
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Recovery  of  Salaon 

One  of  the  most  important  iindertakings  for  salmon  in  the 
Pacific  Northwest  will  be  the  development  and  inclement at ion  of 
the  NMFS  Recovery  Plan.   Currently  published  as  a  proposed  plan 
for  which  public  comnent  has  been  solicited,  this  comprehensive 
document  proposes  to  set  forth  a  course  of  action  that  is 
intended  not  only  to  recover  threatened  and  endangered  salmon, 
but  to  create  a  management  policy  that  will  remove  the  need  for 
further  salmonid  listings.  The  proposed  Recovery  Plan  approaches 
the  ecosystem  as  a  whole.   It  proposes  to  include  tasks  that  will 
have  beneficial  effects  on  all  aquatic  species  in  the  Snake  River 
system.  The  proposed  Plan  is  based  on  principles  of  adaptive 
management  which  allows  NMFS  to  continually  update  our  afqproach 
as  new  information  becomes  available.  New  data  will  be  applied 
to  the  benefit  of  all  species  sharing  the  Snake  River  system. 

A  Pacific  Salmon  Task  Force  operating  out  of  Nashington, 
O.C.  is  establishing  overall  policies  and  coordination  for 
recovery.  The  task  force  highlights  the  President's  concern  that 
Federal  coordination  should  focus  on  the  urgent  issue  of  salmon 
recovery.  The  task  force  will  ensure  that  cabinet -level 
executives  are  not  only  informed,  but  involved  with  the  efforts 
to  restore  Pacific  salmon.  One  of  the  primary  goals  of  the  task 
force  is  to  allay  the  states'  concem  over  uncoordinated 
responses  among  the  agencies  involved. 
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Another  group,  the  Pacific  Salmon  Coordinating  Committee, 
operates  on  the  west  coast  iinder  the  leadership  of  the  NMFS 
Northwest  Regional  Director.   This  group  coordinates  and 
implements  Federal  efforts  on  the  west  coast.  A  Memoremdum  of 
Understanding  that  created  the  Committee  recognizes  that 
"intergovernmental"  efforts  include  coordination  with  the  states, 
tribes  and  private  stakeholders .   One  of  the  most  importamt  goals 
of  the  committee  is  to  find  incentives  for  private  landowners  to 
become  a  part  of  the  restoration  effort. 

The  National  Academy  of  Science's  report  on  salmon  confirms 
that  our  fundamental  approach  to  SnaJce  River  recovery  is  solid 
and  based  on  the  best  science  availeible.   Despite  the  political 
controversies  and   legal  battles,  NMFS  has  forged  a  proposed  Plan 
that  uses  this  science  in  a  comprehensive  manner  as  a  foundation 
for  its  proposed  recommendations,  in  keeping  with  the  original 
intent  of  Congress  in  requiring  recovery  plauis. 

The  people  of  the  Pacific  Northwest  are  proud  of  their 
abundant  natural  resources  and  have  demonstrated  through 
countless  community  projects  their  dedication  to  restoring  the 
once  legendary  Pacific  salmon  runs.   Given  adequate  information, 
technical  assistsuice  smd  fiuiding,  grassroots  efforts  to  protect 
and  restore  salmon  hedjitat  cam  play  a  fundamental  role  in 
rebuilding  this  precious  resource.   Salmon  is  the  icon  of  quality 
of  life  in  the  Northwest,  and  quality  of  life  is  one  of  the 
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iitqportant  features  of  the  economic  engine  of  the  west  coast  which 
makes  the  loss  of  salmon  unthinkekble . 

Atlantic  Salmon 

Not  all  salmon  recovery  efforts  are  talking  place  in  the 
Northwest.   Currently,  in  the  northeastern  United  States,  NMPS  is 
working  on  recovering  Atlantic  salmon  which  has  been  proposed  for 
listing  under  the  ESA  jointly  by  NMFS  and  the  Fish  and  Wildlife 
Service.   One  of  our  efforts  is  to  work  with  the  State  of  Maine 
on  a  conservation  plan  that  addresses  net  pen  aquaculture, 
recreational  fishing,  and  agriculture  in^acts  on  wild  stocks  of 
Atlantic  salmon. 

Conclusion 

Through  partnerships  with  public  cuid  private  groups  and 
through  the  resources  within  our  own  agency  such  as  the  Magnuson 
Act  and  the  Marine  Maninal  Protection  Act,  NMFS  is  using  every 
tool  it  has  to  prevent  listings  amd  to  recover  those  species  that 
are  listed.  We  plam  efficient  use  of  our  BSA  funding.   Often, 
funds  spent  for  a  listed  species  also  reduce  the  need  for  another 
species  to  be  listed.  Our  participation  in  international 
treaties  such  as  CITES  and  the  International  Whaling  Convention 
facilitates  U.S.  efforts  to  recover  species.  We  consider  the 
effects  of  the  actions  of  our  entire  agency  on  ecosystems  cind 
watersheds.   In  the  long-term,  these  conservation  actions  will 
have  a  major  beneficial  intact  on  the  economic,  cultural  and 
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recreational  opportxinities  in  every  region  of  the  nation.   In  the 
short-term,  these  conservation  strategies  can  reduce  economic 
impacts  amd  increase  certainty  for  private  property  otmers, 
industry,  amd  local,  state  and  Federal  government  agencies. 
However,  as  much  as  I  would  like  to  say  that  we  no  longer  need 
the  BSA,  there  continues  to  be  an  unprecedented  increase  in 
extinction  of  species  in  this  nation  and  throughout  the  world. 
On  the  other  hand,  I  am  encouraged  when  I  can  report  to  you  about 
so  xaany   public  and  private  groups  that  are  dedicated  to 
preserving  their  natural  heritage. 

Thank  you,  Mr.  Chairman.  This  concludes  my  testimony.   I 
will  be  pleased  to  answer  any  questions  you  may  have. 
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mrs  BSA  ruMumu  chast 

inf92     PY93     PY94     PTf95     FY96«      FY97  (requested) 

TOnO.  I8A  rUHDZlie      $8.SM    $8.8M    $8.6M    $17. OM    $21. 2M    $23. 5M 

Species  specific'      $7.0M    $7.4M    $7.0M    S8.6M    S7.7M    $8.2M 
programs,  projects, 
activities,  6  salaries 

Enforcement  $0.3M   $0.3M    $0.5M   $0.5M   $0.5M    $0.5M 

Recovery- -planning,    $0.2M    $0.2M    $0.2M    $7.0M    $13. OM   $14. 8M 
implementation, 
&  monitoring 

Northwest  salmon  ($4.0M]  ($10. OM]  [$10. OM] 

Other  listed  species  [$3.0M]  [$3.0M)   ($4.8M] 

Listing  &  status  " 

reviews  $1.0M     $0.9M     $0.9M    $0.9M    $0.0M'    $0.0M      ) 

*   Based  on  continuing  resolution  funding 


^Including,  for  example,  Hawaiian  monk  seals,  Hawaiian  sea  turtles,  steller 
sea  lions,  Columbia  River  endangered  species  studies,  Sacramento  River  winter-run 
Chinook  and  protected  species  studies. 

^Funding  of  $0.9  million  included  under  species  specific  (see  footnote  1). 
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STATEMENT  OF 

JACK  WARD  THOMAS,  CHIEF 

FOREST  SERVICE 

UNITED  STATES  DEPARTMENT  OF  AGRICULTURE 

Before  the 

Committee  on  Resources 

United  States  House  of  Representatives 

Concerning  Forest  Service  Implementation  and 

Administration  of  the 

Endangered  Species  Act  of  1973.  as  Amended 

Washington,  D.C. 

April  17,  1996 


MR.  CHAIRMAN  AND  MEMBERS  OF  THE  COMMITTEE: 

Thank  you  for  the  opportunity  to  discuss  how  the  Forest  Service  is 
implementing  and  administering  the  Endangered  Species  Act  of  1973. 

Background 

As  you  know,  the  Forest  Service  conserves  species  and  the 
ecosystems  upon  which  they  depend  on  behalf  of  the  American  people 
as  directed  by  law  and  regulation.   The  Endangered  Species  Act 
(ESA)  and  the  Resource  Planning  Act  of  1974,  as  amended  by  the 
National  Forest  Management  Act  of  1976,  are  the  primary  laws  we 
follow  to  protect  species.   The  Multiple  Use  Sustained  Yield  Act 
of  1960  and  the  Resource  Planning  Act  of  1974,  as  amended  by  the 
National  Forest  Management  Act  of  1976,  in  concert  with  the 
Endangered  Species  Act,  define  the  breadth  of  our  conservation 
responsibilities. 
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These  laws  require  management  of  191  mixtion  acres  of  National 
Forests  and  Grasslands  to  sustain  a  broad  array  of  benefits.   It 
is  the  interaction  of  these  laws  that  act  in  concert  with  others 
that  define  and  authorize  the  duties  and  actions  the  Forest 
Service  takes  to  provide  these  multiple  benefits. 

Forest  Service  authority  to  manage  for  multiple  uses  is  found  in 
the  Multiple  Use  Sustained  Yield  Act  of  1960  which  states  that  the 
Secretary  of  Agriculture  is  authorized  and  directed  to  develop  and 
administer  the  renewable  surface  resources  of  the  National  Forests 
for  multiple  use  and  sustained  yield.  In  addition,  the  Act  states 
that 

"It  is  the  policy  of  Congress  that  the  National  Forests  are 
estcUalished  and  shall  be  administered  for  outdoor  recreation, 
range,  timber,  watershed,  and  wildlife  and  fish  purposes." 

This  is  to  be  accomplished 

"without  impairment  of  the  productivity  of  the  land,  with 
consideration  being  given  to  the  relative  values  of  the 
various  resources,  and  not  necessarily  the  combination  of  uses 
that  will  give  the  greatest  dollar  return  or  greatest  unit 
output . " 
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The  Endangered  Species  Act  of  1973  was  enacted  to 

"provide  a  means  whereby  the  ecosystems  upon  which  endangered 
species  and  threatened  species  depend  may  be  conserved  [and] 
to  provide  a  program  for  the  conservation  of  such  endangered 
species  and  threatened  species." 


Section  7  of  the  Endangered  Species  Act  requires  federal  agency 
consultation  with  the  Fish  and  Wildlife  Service  and  National 
Marine  Fisheries  Service  to  carry  out  species  conservation 
programs  to  ensure  that  agency  actions  or  prospective  actions  do 
not  jeopardize  the  continued  existence  of  any  listed  or  proposed 
species  for  listing  or  result  in  destruction  or  adverse 
modification  of  any  designated  or  proposed  critical  hedsitats. 

The  National  Forest  Management  Act  of  1976  requires  the  Forest 
Service  to  develop,  maintain  and  revise  plans  for  units  of  the 
NatiOTial  Forest  System  and 

"assure  that  plans. . .provide  for  diversity  of  plant  and 
animal  communities  based  on  the  suitability  and  capeibility  of 
the  specific  land  area  in  order  to  meet  overall  multiple-use 
objectives. . . . 
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Taken  together,  these  laws  prov_:e  the  Dasx^   .J  autx.^   ty  for  the 
Forest  Service  programs  I  will  now  describe.   Many,  perhaps  most, 
of  the  costs  associated  with  carrying  out  the  requirements  of  the 
Endangered  Species  Act  are  necessary  to  meet  agency  obligations 
under  the  Multiple  Use  Sustained  Yield  Act,  National  Forest 
Management  Act  and  the  cumulative  effects  provision  under  the 
National  Environmental  Policy  Act. 


Forest  Service  Programs 

There  are  pitfalls  in  examining  one  Forest  Service  program 
separate  from  all  Forest  Service  programs .   In  many  cases  progreuns 
cannot  exist  independently  of  others,  and  meet  the  multiple 
objectives  and  constraints  of  all  applicable  laws. 

The  threatened  and  endangered  species  program  exists  to  assure 
protection  and  conservation  of  species  (and  the  ecosystems  on 
which  species  depend)  while  providing  and  contributing  to  the 
sustenance  of  other  uses  such  as  forage  for  livestock,  trees  for 
wood  products,  recreation  opportunities  for  hunting  and  fishing, 
wilderness  and  bountiful  clean  water  for  on- Forest  and  downstreeun 
use.   To  this  end,  consideration  for  threatened,  endangered  and 
sensitive  species  is  interwoven  in  all  aspects  of  Forest  Service 
activities. 

There  are  four  major  administrative  areas  in  the  Forest  Service  -- 
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the  National  Forest  System,  Forest  Service  Research,  Private 
Forestry  and  International  Forestry.   Each  area  has 
«»  responsibilities  in  implementing  ESA. 

The  agency  must  meet  the  diversity  of  species  goal  in  the 
regulations  pursuant  to  NFMA.   To  that  end,  the  Forest  Service  has 
a  threatened  and  endangered  species  program  (pursuant  to  ESA)   and 
a  sensitive  species  program  (pursuant  to  NFMA  and  ESA. )   In  the 
budget,  these  programs  are  tracked  as  a  single  entity  since  many 
of  the  protection  and  mitigation  measures,  habitat  restoration  and 
enhancement  projects,  and  research  and  inventory  work  overlap. 
Work  conducted  on  any  threatened,  endangered,  or  sensitive  species 
will  also  hold  benefits  for  other  species  with  which  it  is 
ecologically  associated. 

However,  some  portion  of  every  program  in  the  Forest  Service  is 
related  to  protecting  species  diversity  and  providing  human 
benefits.   These  costs  are  part  of  achieving  the  Agency's  mission 
as  defined  by  law.   These  costs  can  not  be  easily  separated  nor 
tracked  as  a  cost  item  attributable  solely  to  sustenance  of 
threatened  and  endangered  species. 

For  example,  the  portion  of  the  cost  to  control  wildfires  that 
benefits  such  species  can  also  benefit  other  resources  (such  as 
watersheds  and  timber)  or  save  facilities.   Therefore,  the  costs  I 
report  today  for  the  specific  threatened,  endangered  and  sensitive 
species  program  likely  do  not  include  costs  for  maintaining  those 
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species  reported  under  other  prograuns  such  as  range,  fire,  and 
forest  pest  management.   In  addition,  because  of  the  integrated 
nature  of  Forest  Service  work,  we  now  have  a  budget  line  item  for 
ecosystem  planning,  inventory  and  monitoring,  which  includes 
expenditures  that  may  also  benefit  threatened  and  endangered 
species. 

The  Forest  Service's  threatened,  endangered  and  sensitive  species 
program  goals  are: 

-  To  promote  the  recovery  of  listed  species  through  habitat 
improvement,  ecosystem  restoration,  and  habitat  protection. 

-  To  prevent  the  need  to  list  additional  species  under  the  ESA 
through  management  action  and  research. 

-  To  coordinate  with  other  resource  areas,  such  as  timber  and 
range,  to  ensure  sustainable  production  of  commodities. 

-  To  provide  high  quality  conservation  education  to  the  public 
and  users  of  the  National  Forests. 

-  To  provide  research  to  understand  the  needs  of  species  and 
the  impact  of  hxunan  activities  and  natural  events  on  species 
and  their  habitat. 

Our  goal  is  to  implement  and  administer  the  threatened,  endangered 
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and  sensitive  species  program  in  the  most  effective  and  efficient 
manner  to  meet  agency  objectives. 

For  instance,  we  have  joined  in  partnerships  with  other  agencies, 
private  organizations  and  the  public.   In  1995,  55%  of  the  streeun 
inventories,  27%  of  the  lake  and  terrestrial  inventories,  21%  of 
the  structures  built,  33%  of  the  education  presentations, and  50% 
of  the  interpretive  sites  constructed  were  partially  funded  from 
partnerships.   Of  12.1  million  dollars  spent,  7.1  million  dollars 
came  from  partners. 

We  have  streamlined  section  7  consultations  under  the  ESA.   This 
has  been  a  cooperative  effort  between  the  United  States  Fish  and 
Wildlife  Service  (FWS) ,  National  Marine  Fisheries  Service  (NMFS) , 
Bureau  of  Land  Management  (BLM) ,  Environmental  Protection  Agency 
(EPA) ,  and  the  Forest  Service.   Early  involvement  of  these 
agencies  in  the  planning  phase  of  project  development  has  led  to 
shortened  time  frames  for  consultation  which  we  expect  will 
provide  significant  cost  savings.   This  approach  has  been  very 
successful.    For  example,  in  the  Pacific  Northwest,  with  few 
exceptions,  informal  consultations  are  con^leted  in  less  thaui  30 
days.   Formal  consultations  are  coopleted  in  less  them  60  days.  In 
FY  1995,  consultations  in  western  Oregon  averaged  33  days. 
Nationwide,  there  is  no  known  backlog  in  consultation,  which  is  a 
major  accomplishment  in  inproving  the  efficiency  of  the  Endamgered 
Species  Act. 
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Forest  Service  Research  has  also  be  .  improving  e      veness  aud 
efficiency  by  designing  research  projects  that  enc^..  ss 
communities,  landscapes,  and  ecosystems,  as  encouraged  by  the 
Endangered  Species  Act.   There  are  many  examples  of  research 
projects  which  have  used  this  approach  to  generate  scientific 
information  to  be  used  by  the  Agency  for  management  purposes.   For 
instance,  the  guidelines  for  the  northern  spotted  owl  have  been 
expanded  to  accommodate  the  needs  of  over  1400  species  associated 
with  old-growth.   Other  examples  are  the  goshawk  guidelines  which 
will  provide  for  the  protection  of  this  sensitive  raptor  species 
as  well  as  over  30  of  its  prey  species. 

In  FY  1995,  20.5  million  dollars  have  been  expended  to  manage 
threatened  and  endangered  species  out  of  a  total  appropriated 
program  of  23.6  million  dollars  which  includes  sensitive  species 
protection.   However,  an  additional  11.5  million  dollars  was  spent 
to  protect  sensitive  species  from  other  prograuns  as  needed  to 
implement  forest  management  activities.   Research  costs  for 
threatened,  endangered  and  sensitive  species  were  9.6  million 
dollars.   The  specific  threatened,  endangered  and  sensitive 
species  progreun  comprises  less  than  5  percent  of  the  Forest 
Service  FY  1995  budget. 
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Accon^llshments  and  Future  Needs 

The  Forest  Service  has  been  successful  in  protecting  and  improving 
conditions  for  many  threatened  and  endangered  species  throughout 
the  United  States  and  has  been  instrumental  in  focusing  attention 
on  international  conservation  efforts.   With  help  from  the  Forest 
Service,  the  bald  eagle,  pergrine  falcon,  grizzly  bear,  eastern 
timber  wolf,  black- footed  ferret,  Puerto  Rican  parrot,  red 
cockaded  woodpecker,  and  greenback  cutthroat  trout  have  been 
brought  back  from  the  brink  of  extinction.   Several  of  these 
species  have  been  or  are  under  consideration  for  being 
reclassified  from  Endangered  to  Threatened  status. 

It  should  be  noted  that  threatened,  endangered  and  sensitive 
species  programs  benefit  not  only  species  but  also  lead  to  other 
benefits  for  people  through  improved  water  quality  and  soil 
productivity,  sustained  economies  through  sustainable  resources, 
enhanced  recreation  opportunities  and  preserved  sources  of  genetic 
and  raw  materials  for  agricultural  and  industrial  products,  to 
name  but  a  few. 

About  one- third  of  all  species  currently  listed  under  the  ESA 
exist  on  National  Forests  and  Grasslands.   As  human  population 
pressure  and  development  increase,  Federal  lands  will  become 
increasingly  important  to  the  survival  of  threatened  and 
endangered  species. 
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Conclusion 

Forest  Service  programs  are  moving  toward  an  ecosystem  approach  to 
management  of  National  Forests  in  order  to  better  simultaneously 
meet  the  objectives  set  forth  in  the  Multiple  Use  Sustained  Yieli 
Act,  Endangered  Species  Ace  and  the  National  Forest  Management 
Act.   I  believe  this  approach  is  an  effective  and  efficient  way  to 
achieve  these  objectives  to  best  meet  the  needs  of  the  public. 

By  maintaining  or  restoring  ecosystems,  the  productivity  of  the 
land  will  not  be  impaired  and  the  ecosystems  upon  which  plant  and 
animal  species  depend  will  be  functioning  properly.  Thus  the 
ecological  foundation  is  in  place  from  which  multiple  benefits  can 
be  derived  over  time.   Without  natural  systems  functioning 
properly  --  these  multiple  benefits  will  be  at  risk.   Investments 
made  today  will  provide  long  term  benefits  in  the  future  and  will 
cost  the  public  less  in  the  long  run. 

This  concludes  my  prepared  remarks.  I  would  be  happy  to  answer  any 
questions  you  may  have. 
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Chairman  Young,  thank  you  for  the  opportunity  to  present  the  views  of  the  Bonneville 
Power  Administration  (BPA)  before  the  House  Committee  on  Resources.  I  am 
Jack  Robertson,  Deputy  Chief  Executive  Officer  of  BPA. 

My  statement  today  will  include  a  brief  discussion  of  BPA's  history.    I  will  also  provide 
information  to  the  Committee  on  the  amount  of  fish  and  wildlife  funds  that  are 
(1)  appropriated  to  other  federal  agencies  and  repaid  by  BPA,  and  (2)  spent  directly  by 
the  BPA  to  administer,  implement,  conserve  and  protect  endangered  or  threatened  species 
or  funding  of  efforts  to  prevent  species  from  needing  the  protection  of  the  Endangered 
Species  Act  (ESA). 

Profile  of  Bonneville 

Bonneville  was  created  to  market  power  from  the  Federal  hydroelectric  resources  in  the 
Columbia  River  Basin.  Bonneville's  operations  are  completely  funded  by  revenues  from 
the  sale  of  energy  and  transmission  services.  Under  the  1974  Federal  Columbia  River 
Transmission  System  Act,  Bonneville  deposits  revenues  from  energy  and  transmission 
'sales  into  the  Bonneville  Fund  at  the  United  States  Treasury  (Treasury),  and  is 
responsible  for  repaying  the  Federal  investment  in  the  Northwest  hydroelectric  system 
with  these  revenues.  BPA  does  not  receive  annual  Federal  appropriations.  The  Federal 
investment  which  Bonneville  is  responsible  for  repaying  does  include  investments  made 
by  other  Federal  agencies  (Corps  of  Engineers,  Bureau  of  Reclamation,  United  States 
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Fish  and  Wildlife  Service  (USFWS))  in  hydroelectric  facilities  including  measures 
designed  to  mitigate  for  Federal  hydroelectric  development  damage  to  the  fishery 


In  1980,  the  Northwest  Electric  Power  and  Planning  Conservation  Act  (Northwest  Power 
Act)  was  signed  into  law.  That  law,  as  well  as  other  statutory  directives,  requires  that 
Bonneville  provide  mitigation  to  the  fish  and  wildlife  resources  damaged  as  a  result  of 
Federal  hydroelectric  development  within  the  Columbia  River  Basin.  The  Act  also 
establishes  the  Northwest  Power  Planning  Council  (Council),  a  body  composed  of  two 
representatives  from  each  of  the  states  of  Washington,  Oregon,  Idaho,  and  Montana.  The 
Council  is  entrusted  with  the  responsibility  of  developing  a  fish  and  wildlife  program  that 
protects  and  enhances  fish  and  wildlife  in  the  Columbia  Basin.  The  Region's  13  tribes 
believe  the  program  helps  fulfill  the  United  States'  treaty  and  trust  responsibilities. 
Bonneville  is  required  to  act  consistent  with  the  program  developed  by  the  Council.  The 
Council  has  adopted  a  series  offish  and  wildlife  programs,  the  most  recent  of  which  was 
adopted  in  December  1994.  Consequently,  Bonneville  has  fish  and  wildlife  mitigation 
responsibilities  that  extend  beyond  those  required  under  the  ESA. 

Prior  to  1990,  the  Council  program  included  significant  measures  designed  to  improve 
the  health  of  salmon  as  well  as  other  fish  and  wildlife.  Despite  these  actions  particular 
salmon  stocks  continued  to  decline.  In  1990,  the  first  petition  for  the  listing  of  a 
Columbia  Basin  salmon  stock  was  received  by  the  National  Marine  Fisheries  Service 
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(NMFS).  By  1993,  NMFS  had  decided  to  list  three  Columbia  Basin  salmon  stocks  as 
threatened  or  endangered:  Snake  River  sockeye,  Snake  River  spring/summer  chinook 
and  Snake  River  fall  chinook.  In  addition,  in  1994  the  USFWS  listed  the  Kootenai  River 
white  sturgeon  as  an  endangered  species.  During  the  petition  processes  and  following  the 
listing  decisions  the  Council  developed  new  fish  and  wildlife  programs  that  incorporated 
additional  measures  to  aid  salmon  and  sturgeon  recovery.  Starting  in  1993,  NMFS  issued 
the  first  of  several  biological  opinions  identifying  measures  that  are  necessary  to  avoid 
threats  to  the  continued  existence  of  the  species.  There  is  significant  overlap  in  the 
measures  called  for  in  the  NMFS  biological  opinions  and  the  Council  program. 

BPA  Funding  of  ESA  Related  Activities 

Since  1991,  BPA's  fish  and  wildlife  expenditures  have  increased  dramatically.  These 
increases,  along  with  dramatically  decreasing  prices  from  alternative  electric  power 
suppliers  in  1994  and  1995,  led  BPA  customers  to  consider  buying  electric  power  fi-om 
entities  other  than  BPA.  In  order  to  help  assure  a  healthy  BPA  and  a  recovery  of 
dwindling  salmon  runs  in  the  Northwest,  Administration  officials  developed  a  plan  for 
identifying  the  actions  necessary  for  the  fisheries  while  limiting  the  exposure  of  BPA 
ratepayers  to  increasing  fish  and  wildlife  costs.  Those  discussions  resulted  in  an  October 
1995  letter  fi-om  Office  of  Management  and  Budget  Director  Alice  Rivlin  to  Senator 
Mark  Hatfield  that  established  expected  BPA  funding  levels  for  all  its  fish  and  wildlife 
-  mitigation  responsibilities  and  fallback  mechanisms  should  court  orders  lead  to  additional 
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costs  for  BPA.  Under  that  agreement,  BPA  will,  over  the  next  six  yejirs,  provide  an 
average  of  approximately  $250  million  per  year  in  direct  expenditures  and  will  incur  an 
average  of  approximately  $183  million  aimually  in  power  costs  and  foregone  revenue. 
These  annual  power  costs  and  foregone  revenues  could  range  from  approximately 
$90-280  million  depending  on  weather  and  water  conditions  and  the  prices  of  alternative 
electric  power  supplies. 

The  Administration  believes  that  with  these  funds  (1)  adequate  measures  will  be  taken  to 
protect  ESA  listed  salmon  and  sturgeon  stocks  in  the  Columbia  Basin,  (2)  the 
hydrosystem  operations  prescribed  in  the  NMFS  and  USFWS  opinions  will  be  met, 
(3)  the  implementation  of  the  Council  plan  will  proceed  unimpeded,  and  (4)  BPA  will  be 
able  to  continue  to  repay  the  Treasury  for  Federal  appropriations  provided  to  other 
Federal  agencies  for  fishery  activities  that  mitigate  damage  caused  by  Federal 
hydroelectric  facilities. 

BPA's  submittal  to  you  of  March  14  identifies  estimated  costs  incurred  by  BPA  that  are 
required  by  the  ESA.  In  addition,  in  an  attachment,  it  identifies  the  total  expenditure 
BPA  is  making  for  fish  and  wildlife  activities  under  all  its  statutory  obligations.  These 
total  costs,  estimated  to  average  $435  million  over  the  six  years,  FY  1996  through 
FY  2002,  are  based  on  the  Rivlin  to  Hatfield  letter  mentioned  earlier  and  are  consistent 
with  the  estimates  provided  to  you  by  the  Council.  There  are  essentially  three  types  of 
fish  and  v«ldlife  mitigation  actions  that  create  costs  for  BPA.  These  actions  are; 
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(1)  operational  changes  to  the  hydroelectric  system  designed  to  increase  river  velocity  or 
improve  dam  passage,  (2)  direct  expenditures  by  BPA  for  measures  such  as  fish 
hatcheries,  (3)  expenditures  made  by  other  Federal  agencies  for  which  BPA  has  the 
responsibility  to  repay. 

It  is  import£int  to  note  that  in  the  absence  of  the  ESA,  many  of  the  costs  identified  by 
BPA  as  required  by  the  ESA  might  still  be  undertaken  as  a  resuU  of  BPA's  obligations 
under  the  Northwest  Power  Act  or  other  statutes. 

It  should  also  be  noted  that  the  Administration  has  agreed  that  costs  incurred  by  BPA, 
which  should  have  been  allocated  to  other  non-power  purposes,  will  be  credited  to  BPA 
ratepayers.  When  BPA  makes  expenditures  for  fish  and  wildlife  it  does  so  on  behalf  of 
the  entire  Federal  hydrosystem,  including  non-power  purposes  such  as  irrigation, 
mitigation  and  flood  control.  Yet,  BPA  ratepayers  by  law  are  not  responsible  for  paying 
for  costs  associated  with  the  non-power  features  of  Federal  hydrosystem  facilities.  The 
Administration  agreement,  therefore,  also  will  lead  to  an  approximate  $60  million  annual 
credit  to  BPA's  payment  to  the  Treasury.  This  further  reduces  the  effect  of  fish  and 
wildlife  expenditures  on  ratepayers. 
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Conclusion 

BPA  recognizes  that  there  are  others  variables  involved  in  mitigation  and  recovery  such 
as  harvest,  habitat  and  hatcheries.  Others,  such  as  fishermen,  are  also  paying  in  terms  of 
reduced  catches,  however,  BPA  believes  the  costs  of  fish  and  wildlife  mitigation  for  the 
Federal  hydroelectric  system  are  appropriately  borne  by  the  beneficiaries  of  that  system. 
The  Administration  is  proud  to  have  reached  an  agreement  which  should  provide 
adequate  funding  to  mitigate  for  damage  done  by  Federal  hydroelectric  facilities  to  the 
Columbia  River  fish  and  wildlife  resource,  including  threatened  and  endangered  species 
within  the  system,  while  also  limiting  the  exposure  for  Northwest  ratepayers. 

Mr.  Chairman,  this  concludes  my  formal  statement.  I  welcome  any  questions  you  may 
have. 
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Mr.  Chairman,  members  of  the  Committee,  thank  you  for  offering  us  the 
opportunity  of  presenting  our  views  on  the  Endangered  Species  Act  and  in 
particular  costs  to  our  members  of  ES  A  compliance.  My  name  is  David  F. 
Mazour.  I  am  the  Assistant  General  Manager  for  the  Central  Public  Power 
and  Irrigation  District  and  with  me  is  William  T.  Pitts,  member  of  the 
Colorado  Water  Congress.  Together,  we  are  presenting  testimony  in 
behalf  of  the  National  Water  Resources  Association.  Currently  we  serve  as 
Co-chairs  of  the  association's  ESA  Task  Force.  NWRA  is  a  national 
organization  representing  western  water  users  in  the  17  states.  Our 
member  organizations  provide  water  services  for  municipal,  industrial  and 
agricultural  uses.  We  seek  to  provide  those  services  in  an  efficient  and 
environmentally  sound  manner,  taking  in  to  account  the  needs  of  fish  and 
wildlife. 

NWRA  supports  the  goals  of  the  Endangered  Species  Act.  Protection  and 
conservation  of  all  wildlife  and  in  particular,  threatened  and  endangered 
species  is  a  worthwhile  national  goal.  Cost  effective  and  scientifically 
sound  measures  to  protect  endangered  and  threatened  species  are 
fundamental  to  an  enduring  program.   Unfortunately,  many  are  losing 
confidence  in  the  Act  because  of  the  way  it  is  being  implemented.  Many  of 
our  member  organizations  have  been  saddled  with  ESA  requirements 
costing  millions  of  dollars  that  have  provided  Uttle  or  no  benefit  to  the 
species.  The  root  cause  is  that  all  federal  actions  are  subordinated  to  the 
Endangered  Species  Act,  including:  granting  of  permits,  licenses,  loans, 
and  operation  of  federal  dams.  The  power  granted  to  the  U.S.  Fish  and 
Wildlife  Service  and  National  Marine  Fisheries  Service  is  virtually 
absolute.  Science  and  cost  effectiveness  have  taken  a  back  seat  to  the  power 
granted  to  federal  agencies  and  field  biologists.  The  present  ESA  does  not 
require  balancing  of  federal  responsibilities,  the  application  of  sound 
science,  or  consideration  of  the  economic  or  environmental  impacts  of 
actions  to  protect  endangered  species. 

Mr.  Chairman,  our  message  today  is  a  simple  one.  The  Endangered 
Species  Act  can  either  be  one  of  two  things:  a  positive,  constructive  law 
that  will  permit  economic  activity  to  continue  in  this  Nation  side-by-side 
with  threatened  and  endangered  species,  or  it  can  be  a  law  that  impedes  and 
thwarts  economic  activity  at  great  costs  to  aU  Americans  and  still  does  not 
protect  and  conserve  wildlife  and  its  habitat,  especially  endangered  species 
From  our  perspective,  the  Endangered  Species  Act  has  fallen  into  the  latter 
category. 


131 


The  members  of  the  NWRA  represent  an  important  economic  sector  of  our 
economy.  It  is  a  sector  of  the  economy  that  frequently  comes  into  direct 
contact  with  the  Endangered  Species  Act  and  its  regulatory  burdens. 

The  economic  development  of  the  Western  United  States  has  been  based  on 
the  development  of  water  for  agriculture,  municipal,  industrial,  recreation, 
wildlife,  and  hydroelectric  generation.  In  many  states  the  entire  local  or 
regional  economy  has  been  built  around  such  projects.  For  example,  in 
South  Central  Nebraska,  my  home,  Platte  River  projects  support  a  billion 
dollar  agricultural  economy  that  now  is  threatened  because  of  the 
regulatory  impact  of  the  Endangered  Species  Act  on  federal  relicensing  to 
operate  these  Platte  River  projects  in  the  future. 

Mr.  Chairman,  attached  to  this  statement  are  more  detailed  descriptions  of 
not  only  the  projects  in  Nebraska,  but  examples  of  the  impact  of  the 
Endangered  Species  Act  on  major  economic  activities  in  Colorado,  Idaho, 
Nevada,  Utah,  and  Washington.  These  are  just  a  few  example,  but  ones  in 
which  major  costs  are  being  incurred  in  meeting  the  regulatory  impacts  of 
the  Endangered  Species  Act. 

In  most  of  these  cases,  the  regulatory  costs  are  simply  that:  costs  associated 
with  hiring  technical  consultants,  lawyers,  doing  studies  and  tests  and 
responding  to  numerous  government  requests  for  information,  data, 
reports  and  economic  analyses.  In  other  cases,  large  amounts  of  money  are 
actually  being  expended  on  questionable  activities  as  required  by  federal 
agencies.  It  is  doubtful  whether  these  expenditures  are  the  most  cost 
effective  for  protecting  the  species  from  possible  extinction,  increasing 
their  numbers,  or  creating  the  type  of  habitat  that  will  guarantee  their 
continued  existence.  However,  under  the  current  ESA,  federal  agencies 
can  require  these  expenditures  without  assurance  of  benefits  to  the  species. 

The  members  of  the  NWRA  believe  the  Endangered  Species  Act  can  be 
rewritten  in  a  way  that  will  allow  economic  activities  to  continue  but  in  a 
way  that  will  protect  and  preserve  threatened  and  endangered  species  and 
their  habitat.  A  statute  that  promotes  sound  science  and  cost  effective 
approaches  to  wildlife  protection  should  be  the  goal  of  Congress  and  we 
urge  this  committee  to  enact  such  legislation. 

Again,  Mr.  Chairman  and  members  of  the  committee,  thank  you  for  the 
opportunity  to  share  our  views  on  the  cost  of  compliance  with  the  ESA. 

Attachments: 
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COLORADO 

The  Colorado  River  Water  Conservation  District  was  "required"  to  commit  to  releasing 
3,000  acre  feet  in  three  out  of  every  five  years,  of  water  stored  under  state  decrees  for 
delivery  approximately  200  river  miles  downstream  to  the  designated  habitat.  Ostensibly, 
this  is  to  bK2  an  interim  use  of  the  water  to  be  returned  to  the  River  District  after  the  F&WS 
acquires  firm  water  elsewhere  in  the  Colorado  Basin.  The  3,000  acre  feet  are  currently 
valued  at  a  subsidized  price  of  $100  per  acre  foot  for  delivery  in  the  Colorado  River  Basin. 
This  results  in  a  loss  to  the  project  of  at  least  $300,000  three  years  out  of  five. 

Name  of  Organization:  Colorado  River  Water  Conser\'ation 

District 
Contact:  Roily  Fischer 

Secretary/Engineer 
Address:  Suite  #204 

201  Centennial  Street 

P.O.Box  1120, 

Glenwood  Springs,  Colorado  81602 
Phone:  (970)  945-8522 

FAX:  (970)  945-8799 

IDAHO 

A  November  9,  1995  National  Marine  Fisheries  document  summarized  the  estimated  direct 
costs  to  the  federal  government  for  the  proposed  Recovery  Plan  for  Snake  River  Salmon 
through  the  year  2001 .  This  is  just  the  first  phase  of  a  program  that  is  planned  to  exist  for 
at  least  another  eight  generations  of  the  salmon  (40-50  years),  with  costs  likely  escalating 
over  that  time.  Many  recovery  tasks  were  identified  as  necessary,  but  because  of  the 
"adaptive  management"  concept,  they  were  not  defmed  nor  established.  The  estimated 
U.S.  Government  agencies'  costs  were  listed  as  $2.2  billion  through  2001  and  this  does 
not  include  BormevUle  Power  Administration's  foregone  power  revenues  for  bypassing 
flows  for  the  benefit  of  salmon. 

The  upper  Snake  River  Basin  is  required  by  the  current  Biological  Opinion  to  armually 
provide  427,000  acre  feet  for  flow  augmentation  and  the  Bureau  of  Reclamation  is  to 
attempt  to  acquire  an  undefined  additional  quantity  of  Upper  Snake  River  Basin  water  for 
augmented  flow  purposes.  However,  in  a  ftilly  appropriated  system,  water  is  available 
only  when  snow  packs  are  above  normal  and  the  agriculture  storage  reservoirs  are  fiill. 
Both  agriculture  and  salmon  experience  shortages  in  drought  years.  In  short  water  years, 
augmented  flows  using  Upper  Snake  River  water  can,  in  many  cases,  only  become 
available  by  dry-year  leasing  or  the  idhng  of  farm  land. 

As  a  result,  the  Bureau  of  Reclamation  has  estimated  that  the  cost  of  acquiring  427,000  acre 
feet  from  the  Upper  Snake  River  Basin  with  95%  reliabihty  is  $294  million  per  year.  This 
could  result  in  the  removal  of  425,000  acres  from  irrigation  and  annual  indirect  (non-farm) 
impacts  totahng  $44  million.  Acquiring  the  undefmed  additional  quantity  of  water  in  the 
Upj)er  Snake  River  Basin  would  of  course  entail  higher  costs.  For  example,  the  Bureau's 
estimate  for  obtaining  1.927  milhon  acre  feet  with  95%  reUability  includes  a  federal 
expenditure  of  more  than  $1  billion,  retirement  of  nearly  1  miUion  acres,  and  indirect  costs 
of  $  1 5 1  million  per  year. 

There  are  other  Endangered  Species  Act  costs  incurred  but  not  included  in  the  above 
estimates.  The  Slate  of  Idaho  is  expected  to  expend  annually  above  $1  million  to 
implement  the  Endangered  Species  Act.  Water  District  10  in  the  Upper  Snake  River  Basin 
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encompasses  about  1.2  million  acres  and  expends  about  $100,000  annually  for  the 
Endangered  Species  Act.  Finally,  the  North  Side  Canal  Company,  of  Jerome,  Idaho, 
expen(^  almost  $50,000  each  year  on  Endangered  Species  Act  concerns.  There  are  four 
other  states  and  three  major  water  districts  and  over  SO  major  canal  companies'  expenses 
not  included. 


Name  of  Organization: 

Contact: 

Address: 

Idaho  Water  Users  Association;  and 
Northside  Canal  Company 
DeWitt  A.  Moss,  Director 
North  Side  Canal  Company 
269  S.  300  E. 

Jerome,  Idaho  83338 

Phone: 
FAX: 

(208)  324-1000 
(208)  324-7391 

NEBRASKA 

CNPPID  &  NPPD  EXPERIENCES 

The  Central  Nebraska  Public  Power  and  Irrigation  District  (Central)  and  the  Nebraska 
Public  Power  District  (NPPD)  each  own  and  operate  hydroelectric  projects  in  central 
Nebraska  licensed  by  the  Federal  Energy  Regulatory  Commission  (FERC).  The  two 
districts  cooperate  and  coordinate  project  operations  to  facilitate  beneficial  uses.  The 
districts'  hydro  systems  include  five  hydroelectric  plants  with  generating  capacity  of  126 
megawatts.  Both  of  the  FERC-licensed  projects  are  operated  in  conjunction  with  irrigation 
facilities  not  subject  to  FERC  jurisdiction.  The  projects'  irrigation  facilities  provide  direct 
surface  water  irrigation  to  approximately  200,000  acres  and  groundwater  recharge  benefits 
to  an  additional  250,000  acres.  Together  with  acres  served  by  small  inigation  companies 
under  contracts  with  the  two  districts,  more  than  5(X),000  acres  receive  irrigation  benefits 
from  the  projects'  operations.  Significant  fish  and  wildhfe  habitat  is  provided  by  these 
projects  and  recreational  use  of  the  projects'  facilities  annually  exceeds  1.5  million  visitor- 
days.  Through  energy  production,  irrigation  deliveries,  recreational  opportunities  and 
wildlife  habitat,  the  projects  make  a  significant  contribution  to  the  economic  well  being  of 
Nebraska. 

The  original  50-year  FERC  licenses  were  issued  in  1937  and  the  districts  have  been 
operating  under  annual  license  conditions  since  1987.  Applications  for  new  long-term 
licenses  were  filed  in  1984  and  an  amended  application  was  filed  in  1990.  FERC  released 
a  draft  Environmental  Impact  Statement  (EIS)  in  1992  and  a  supplement  to  the  EIS  was 
later  issued.  A  revised  draft  IS  was  prepared  in  1994,  subsequently  followed  by  another 
supplement. 

A  lawsuit  brought  by  an  environmental  organization  in  1987  alleged  continuing  significant 
habitat  loss  for  threatened  and  endangered  species.  It  resulted  in  an  order  fi-om  the  D.C. 
Circuit  Court  in  1989  that  required  FERC  to  consider  "rough  and  ready"  interim  licensing 
conditions,  if  appropriate.  FERC  subsequently  ordered  interim  license  conditions  for 
NPPD  in  February,  1990.  Central  sought  voluntary  amendments  to  its  license  in  1992, 
which  included  both  flow  and  terrestrial  components.  FERC  subsequently  attached  the 
conditions  to  Central's  interim  license. 

An  evaluation  of  the  costs  and  benefits  of  the  £S A  requirements  placed  on  NPPD  are 
instructive. 
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FLOW  REQUIREMENTS:  NPPD  was  ordered  in  February,  1990  --  pursuant  to  a 
recommendation  from  the  U.S.  Fish  and  Wildlife  Service  ~  to  release  water  stored  under 
contract  in  Lake  McConaughy  to  meet  a  flow  requirements  at  Grand  Island,  located  200 
miles  downstream.  The  water  released  began  in  late  February,  and  continued  until  May  10 
when  the  order  was  stayed.  Approximately  70,000  acre-feet  of  water  was  released  during 
this  period  to  provide  habitat  for  the  endangered  whooping  crane.  This  water  had  been 
stored  under  state  law  for  irrigation  purposes.  A  three-year  water  loan  was  arranged 
between  Central  and  NPPD,  averting  the  potential  for  crop  failure  on  up  to  70,000  acres, 
which  potentially  would  have  resulted  in  losses  of  over  $10  miUion  to  NPPD  irrigation 
customers.  The  FWS  has  not  provided  any  documentation  of  wildhfe  benefits  from  the 
70,000  acre-feet  of  water  that  was  released. 

LEAST  TERN  &  PIPING  PLOVER  HABITAT:  NPPD  was  also  ordered  in  February, 
1990  -  again  in  accordance  with  a  FWS  reconmiendation  ~  to  construct  sand  islands  in  the 
Platte  River  to  provide  nesting  habitat  for  the  interior  least  tem  and  piping  plover,  even 
though  then-current  biological  information  indicated  that  nesting  habitat  was  not  a  limiting 
factor  for  the  two  species. 

Least  terns  are  endangered  and  piping  plovers  are  listed  as  threatened.  NPPD,  through  its 
own  initiative,  developed  a  more  biologically  sound  and  cost-effective  alternative  by 
managing  sand  pits  adjacent  to  the  river.  While  the  three  riverine  islands  required  by  FWS 
cost  $27,000  per  acre  of  habitat  to  construct,  tiiey  have  produced  a  total  of  only  2 1  fledged 
least  tems  and  four  piping  plovers  since  1991 .  A  total  of  1 17  least  terns  and  42  piping 
plovers  fledged  from  NPPD's  two  sand  pits  during  the  same  period.  The  cost  for 
developing  and  managing  the  sand  pits  was  $7,400  per  acre  of  habitat.  The  managed  sand 
pits  have  been  less  costly  to  develop  and  for  more  effective  in  fledging  young  of  the  two 
species.  This  is  a  prime  example  of  federal  biologists  proposing  more  costly  and  less 
effective  methods  to  conserve  the  species,  while  resisting  the  more  cost-effective  measures 
proposed  and  developed  by  the  districts. 

Name  of  Organization:  Central  Nebraska  Pubhc  Power  and 

Irrigation  District 
Contact:  Dave  Ma2X)ur 

Assistant  General  Manager 
Address:  P.O.  Box  740 

Holdrege,  Nebraska  68949 
Phone:  (308)  995-8601 

FAX:  (308)  995-5705 

NEVADA 

Newlands  Project,  Fallon,  NV 

Cui-ui  Sucker  Fish/  Pyramid  Lake,  NV 

Approximately  $4.5  rniUion  in  legal  and  consulting  fees  (1975-1995) 

The  entire  amount  has  been  borne  by  the  water  rights  owners  of  the  Newlands  Project. 
Additional  attorneys'  fees  have  been  paid  by  the  individual  water  rights  owners,  that  sum 
being  estimated  to  be  in  excess  of  $140,000.  Other  economic  impacts  resulting  from 
implementation  of  the  Endangered  Species  Act  include  loss  of  production,  which  can  be 
estimated  at  $600  per  acre  of  water  not  received.  It  is  estimated  that  those  production 
losses,  coupled  with  the  economic  activity  factor  estabhshed  by  the  University  of  Nevada, 
Reno,  exceed  $27  million  (26,308  acres  x  $600  per  acre  x  1 .72  multiplier  factor). 

TRUCKEE-CARSON  IRRIGATION  DISTRICT 
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In  1967  the  United  States  listed  the  cui-ui  lake  sucker  fish  as  endangered  under  the  first 
endangered  species  law  enacted  and  the  predecessors  of  the  current  Endangered  Species 
Act.  The  cui-ui  is  found  in  F*yrainid  Lake  which  is  located  within  the  boundaries  of  the 
Pyramid  Lake  Indian  Reservation  in  the  northwest  portion  of  the  State  of  Nevada.  The 
Newlands  Project  has  been  blamed  for  the  decline  of  the  level  of  the  lake  and,  subsequently 
the  cui-ui.  Since  that  time,  the  United  States  in  conjunction  with  the  Pyramid  Lake  Paiute 
Tribe  has  filed  many  litigations  against  the  water  right  owners  in  the  Newlands  Project 
represented  by  the  Truckee-Carson  Irrigation  District  (TCID). 

In  1987,  the  US  modified  the  operations  for  the  Newlands  Federal  Reclamation  Project 
whereby  storage  in  Lahontan  Reservoir  was  reduced  to  2/3  of  its  maximum  capacity,  a 
reduction  of  approximately  80,000  a.f.  Lahontan  is  a  reservoir  that  had  been  previously 
adjudicated  by  the  federal  courts  in  1994  as  having  a  right  to  storage  of  the  full  reservoir. 
What's  more,  Lahontan  Reservoir  had  been  paid  for  by  the  water  right  owners  within  the 
Newlands  Project. 

In  1994,  the  United  States  declared  that  the  water  supply  forecast  fi-om  January- April  in 
Northern  Nevada  was  100%.  The  US  Fish  and  Wildlife  Service  therefore  requested  a 
release  of  100,000  a.f.  for  "attraction  flows"  in  the  Truckee  River  for  the  cui-ui.  TCID 
objected  to  the  forecast;  the  United  States  modified  their  forecast  shortly  thereafter,  but  after 
the  release  of  the  water  for  the  cui-ui.  That  year,  the  water  right  owners  in  the  Project 
received  a  maximum  of  57%  in  the  Carson  Division  of  the  project  and  26%  in  the  Truckee 
Division  of  the  Project. 

In  1990,  Public  Law  101-618  was  passed  by  Congress.  That  legislation  was  touted  as 
settling  80  years  of  htigation  on  the  Truckee  River;  however,  it  didn't  settle  any  litigation 
for  the  Newlands  Project.  It  only  prevented  the  water  right  owners  from  seeking  judicial 
relief  from  arbitrary  and  unlawful  operating  criteria  for  the  Project.  (See  209(j)(2)  of  P.L. 
101-618).  The  law,  however,  did  provide  for  additional  htigation: 

•  In  1993,  the  pyramid  Lake  Tribe  filed  approximately  2,000  lawsuits  against 
individual  water  right  owners  within  the  Newlands  Project. 

•  In  1993,  the  federal  government  administratively  declared  that  215  water  right 
transfers  that  had  been  approved  by  the  State  Engineer  of  the  State  of  Nevada 
were  invalid.  The  Bureau  of  Reclamation  ordered  the  Truckee-Carson 
Irrigation  District  not  to  deliver  water  to  the  users  on  these  transfers.  Only  25 
had  been  sent  back  to  the  State  Engineer  for  review;  190  transfers  had  never 
been  determined  by  a  court  as  being  invahd. 

•  In  1995,  the  federal  government  took  the  position  that  the  Newlands  Project 
facihties  could  not  be  used  by  project  water  right  owners  to  transport  water  that 
was  privately  acquired  in  1943  and  had  been  used  within  the  Project  previously. 
The  United  States  had  agreed  to  the  use  of  the  facihties  in  an  agreement 
incorporated  into  the  decree  on  the  Truckee  River.  The  Department  of  the 
Interior's  "poUcy"  statement  was  issued  to  ensure  that  diversions  from  the 
Truckee  River  would  not  be  increased  and  less  water  allowed  to  flow  to 
Pyramid  Lake.  The  px)licy  though  does  not  recognize  that  the  District  purchased 
that  water  and  increased  the  flow  in  the  River  by  the  release  from  Donnor  Lake. 
So  the  Truckee  River  and  subsequently  Pyramid  Lake  would  not  be  adversely 
affected  by  the  diversion  of  TCID's  privately-owned/stored  water;  in  fact,  there 
would  be  a  net  impact  of  zero. 

•  In  1996,  the  District  was  served  with  a  lawsuit  asking  for  the  pay-back  of 
1,057,000  acre  feet  alleged  to  have  been  taken  from  Pyramid  Lake.  This 
litigation  was  authorized  and  sanctioned  by  Congress  in  passage  on  P.L.  101- 
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618.  In  fact,  the  public  law  even  stated  that  water  banking,  which  would  be  in 
the  best  interests  of  all  parties  in  the  Carson  and  Truckee  River  Watersheds, 
would  not  be  allowed  in  Lahontan  Reservoir  by  the  District  unless  the 
"recoupment"  issue  was  resolved  to  the  satisfaction  of  the  Pyramid  Lake  Tribe. 


Name  of  Organization: 

Contact: 

Address: 

Phone: 
FAX: 

Truckee-Carson  Irrigation  District 
Lyman  McConnnell 
P.O.  Box  1356 
Fallon.  Nevada  89407 
(702)423-2141 
(702)  423-5354 

UTAH 

Species:  Woundfin  Minnow  and  Roundtail  Chub 
Project:  Quail  Creek  Reservoir 

The  Washington  County  Water  Conservancy  District  has  spent  in  excess  of  $1,000,000  in 
studies  relating  to  the  Woundfin  Miimow  and  Roundtail  Chub.  This  has  all  been  local 
dollars.  In  addition,  this  species  is  impairing  the  ability  of  communities  in  Washington 
County  to  provide  water  for  growth  in  a  county  that  is  the  fourth  fastest  growing  in  the 
nation  according  to  recent  surveys.  This  project  is  also  impairing  development, 
management  and  conservation  of  existing  water  rights. 

Species:  Virgin  River  Spinedace  Minnow 
Project:  Spinedace  Cooperative  Agreement 

This  project  contemplates  acquisition  of  instream  flows  in  two  stretches  of  streams  within 
Washington  County  for  the  Virgin  River  Spinedace  Minnow.  The  current  estimate  of  costs 
to  acquire  this  water  is  in  excess  of  $4,000,000.  The  Washington  County  Water 
Conservancy  District  already  has  committed  to  this  process  over  $1,000,000  for  instream 
flows.  The  State  of  Utah  and  US  Fish  and  Wildlife  Service  have  verbally  committed  to 
raise  $1,500,000  of  the  remaining  $3,000,000  leaving  another  $1,500,000  to  be  raised 
from  other  local  sources.  This  is  for  a  species  which  has  wide  distribution  throughout  the 
Virgin  River  area,  but  v/ithout  this  cooperative  agreement  would  have  been  hsted. 

Species:  Desert  Tortoise 
Project:  Translocation  Study 

A  good  example  of  excessive  public  costs  of  the  Endangered  Species  Act  is  a  recent 
translocation  study  being  done  in  Washington  Coimty,  Utah,  for  the  Washington  County 
Habitat  Conservation  Plan  in  relation  to  the  desert  tortoise.  The  cost  of  the  study  was 
reported  to  be  $750,(XX).  The  smdy  is  designed  to  study  90  tortoises  over  a  three  to  five 
year  period.  That  works  out  in  excess  of  $8,000  per  tortoise  for  the  smdy.  This  particular 
cost  is  being  borne  entirely  by  the  federal  government.  The  Washington  County  Habitat 
Conservation  Plan  for  the  desert  tortoise  is  costing  the  local  taxpayers  in  excess  of 
$1 1,000,000.  The  plan  authorizes  the  county  to  take  1200  tortoises.  The  local  committed 
costs  for  the  1200  tortoises  is  over  $9,000  per  tortoise.  In  addition,  there  are  land 
exchanges,  purchase  of  land  within  the  habitat  conservation  plan  and  impact  of  private 
property  which  has  been  estinuted  to  be  in  excess  of  $200,()00,000.  The  cost  of  its  impact 
to  state  school  trust  lands  is  considerable  and  estimated  to  be  in  excess  of  $100,000,000.  It 
has  essentially  made  1200  acres  of  school  trust  land  set  aside  for  the  education  of  our 
children  in  Washington  County  completely  worthless  unless  there  is  money  set  aside  to 
purchase  land  or  the  land  is  exchanged  out  of  the  habitat  area. 
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Name  of  Organization:  Washington  County  Water  Conservation 

District 
Contact:  Ronald  W.  Thompson 

Address:  136  North  100  East 

Suite  1 

St.  George,  Utah  84770 
Phone:  (801)673-3617 

FAX:  (801)673-4971 

WASHINGTON 

Types  of  projects  affected: 

The  Columbia  Basin  Project,  constructed  by  the  Bureau  of  Reclamation,  is  designed  to 
irrigate  1 ,095,(XX)  acres.  Facilities  are  in  place  to  irrigate  about  640,000  acres.  These 
facilities  are  operated  by  the  East  Columbia  Basin  Irrigation  District,  the  South  Columbia 
Basin  District.  The  hsting  of  the  Snake  River  sockeye  salmon  as  endangered,  the  Snake 
River  spring/summer  chinook  salmon  as  threatened  and  the  Snake  River  fall  chinook 
salmon  as  threatened  has  impacted  the  3  irrigation  districts  both  in  our  abiUty  to  fully  utilize 
our  existing  facilities  and  in  our  abihty  to  continue  with  planned  expansion  of  facilities.  It 
should  be  noted  that  the  Snake  River  is  a  tributary  to  the  Columbia,  downstream  of  the 
Columbia  Basin  Project  and  that  the  listed  species'  spawning  and  rearing  habitats  are  many 
miles  away  from  the  CBP. 

The  repayment  contracts  between  USBR  and  the  CBP  irrigation  districts  and  the 
Washington  State  water  rights  granted  to  the  CBP  authorize  service  through  existing 
facilities  to  about  20,000  acres  above  what  is  presently  served.  This  spring  USBR  directed 
the  CBP  irrigation  districts  to  cease  processing  any  contracts  for  this  additional  service. 
The  basis  for  this  moratorium  was  said  to  be  to  allow  USBR  to  study  the  applicabihty  of 
the  ESA  Section  7  consultation  process  to  the  insurance  of  further  water  service  contracts. 

The  Snake  River  listings  have  also  interrupted,  and  maybe  ended,  plans  to  expand  existing 
facilities  to  provide  additional  irrigation  capacity.  The  Columbia  Basin  Project  published  a 
"Draft  Environmental  Impact  Statement  for  Continued  Development"  in  September  of 
1989.  The  preferred  alternative  in  the  DEIS  proposes  to  enlarge  and  extend  the  existing 
East  Low  Canal  to  serve  an  additional  87,000  acres  in  the  East  Columbia  Basin  Irrigation 
District.  Much  of  the  proposed  service  area  is  currently  irrigated  from  a  declining  aquifer. 
This  decline  would  be  stabilized  by  introduction  of  a  surface  water  supply  and  would 
prolong  the  economic  life  of  this  aquifer.  Besides  the  irrigation  development,  the  preferred 
altemative  includes  a  number  of  wildlife  habitat  enhancement  areas  that  would  be  added  to 
the  existing  Columbia  National  Wildlife  Refuge.  The  net  water  supply  for  the  irrigation 
and  wildhfe  development  isestimated  to  be  216,000  af/yr.  The  water  would  be  diverted 
from  the  Columbia  River  at  Grand  Coulee  Dam  where  the  average  annual  flow  is  about 
87,000,000  af/yr.  Current  CBP  diversions  at  this  point  are  about  2,300,000  to  2,700,000 
af/yr  or  about  3%  of  the  river's  aimual  flow.  The  additional  water  would  divert  another 
2/10  of  1  percent.  Total  construction  cost  is  estimated  to  be  $3 13  miUion  (for  both 
irrigation  and  wildhfe  components).  During  late  1989  as  the  DEIS  was  being  published 
and  pubUc  hearings  were  being  held,  it  was  becoming  pubUc  knowledge  that  regional 
tribes  and  environmental  groups  intended  to  file  petitions  proposing  ESA  hstings  for 
Columbia  and  Snake  River  salmon  mns.  The  DEIS  hearings  concluded  in  December  1989 
and  the  first  of  five  petitions  wasn't  filed  until  April  of  1990  but  the  ESA  cloud  was 
evident  during  the  hearings. 
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The  DEIS  included  an  analysis  of  potential  adverse  impacts  to  anadromous  fish  because  of 
the  additional  diversions.  This  analysis  showed  that  the  maximum  adverse  impact  would 
be  a  1/2  of  1%  increase  in  mortality  of  juvenile  migrants.  The  same  analysis  indicated  in 
some  cases  survival  would  actually  improve  by  about  the  same  amount.  This  probably 
means  that  because  of  the  small  proportion  of  water  being  diverted  the  impacts  were  not 
measurable.  During  the  hearings,  tribes,  fisheries  agencies  and  enviroiunental  groups 
testified  that  any  increase  in  juvenile  mortality  was  not  acceptable  and  that,  in  their  opinion, 
the  DEIS  understated  these  impacts  (but  none  offered  data  supporting  their  claims). 

By  June  of  1990,  5  species  (subspecies?)  of  Snake  and  Columbia  River  salmon  were 
petitioned  to  be  hsted:  Snake  River  (Redfish  Lake)  sockeye.  Snake  River  spring  chinook. 
Snake  River  summer  chinook.  Snake  River  fall  chinook  and  Lower  Columbia  coho.  In 

1991  the  National  Marine  Fisheries  Service  declared  the  sockeye  to  be  endangered.  In 

1992  the  Snake  River  spring/summer  chinook  and  fall  chinook  were  listed  as  threatened 
and  the  coho  were  declared  extinct. 

The  Department  of  Interior  determined  that  the  CBP  DEIS  would  need  a  supplement  to 
address  the  anadromous  fish  issues  raised  about  the  September  1989  draft  EIS  and  to 
address  the  ESA  related  issues.  That  supplement  has  been  under  preparation  since  mid- 
1990  was  completed  by  1993.  The  concept  set  forth  in  the  supplement  is  to  modify 
operations  (releases)  at  Grand  Coulee  Dam  in  a  maimer  to  mitigate  any  impacts  to 
mainstream  flows  from  the  additional  diversions  and  to  enhance  juvenile  salmon  survival. 
In  March  of  1994,  the  Bureau  suspended  plaiming  for  any  future  development  pending  a 
resolution  of  the  salmon  issue. 

Impacts: 

The  USBR  moratorium  on  water  service  contracts  has  delayed  several  needed  projects  by 
third  parties.  Two  pending  contracts  were  to  use  CBP  water  for  blending  with  potato 
processing  plant  wastewater  so  that  it  could  be  land  applied  as  wastewater  treatment.  This 
type  of  treatment  was  being  mandated  by  the  State  of  Washington  so  the  plants  could  meet 
water  quality  standards  and  improve  surface  water  and  groundwater  quahty  in  the  CBP 
area.  ESA  is  acmally  in  conflict  with  another  environmental  goal  in  this  situation.  One  of 
the  other  contracts  was  to  switch  sizable  tracts  of  turf  in  city  parks  and  school  playgrounds 
from  a  groundwater  source  to  a  surface  water  source.  The  eastern  portions  of  CBP  are 
experiencing  unsustainable  groimdwater  declines  because  of  over  appropriation  for 
agricultural,  municipal  and  industrial  purposes.  Much  of  the  water  service  contracting 
activity  in  this  portion  of  the  CBP  during  the  past  10  years  has  been  aimed  at  alleviating  this 
groundwater  decline. 

Replacing  this  groundwater  source  is  also  a  major  objective  of  the  expansion  proposed  in 
the  DEIS.  These  problems  are  not  yet  resolved.  At  this  point  completing  the  EIS  as  been 
delayed  for  over  3  years  because  of  ESA.  The  best  we  can  hope  for  now  is  a  total  delay  of 
only  4  years.  The  worst  that  can  happen  is  that  ESA  will  preclude  any  future  irrigation 
development  in  the  CBP. 

Since  the  beginning  of  the  anadromous  fish  problems  with  the  DEIS  (early  1990  to  present) 
the  East  District  has  spent  over  1500  man  hours  plus  related  expenses  (travel,  legal, 
consultants,  etc.)  now  exceeding  $55,0(X).  The  South  Coliunbia  Basm  Irrigation  District 
has  played  an  active  role  in  this  issue  and  probably  has  experienced  similar  costs.  The 
Bureau  of  Reclamation  has  borne  the  cost  of  preparing  the  studies  to  address  this  problem 
in  the  Supplemental  DEIS  and  their  costs  are  much  greater  but  not  available  to  us.  So  far, 
the  CBP  districts  have  not  tracked  their  costs  related  to  USBR's  moratorium. 
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It  is  difficult  to  calculate  lost  opportunity  costs.  Some  of  the  benefits  expected  to  denve 
form  the  planned  expansion  are:  $42  to  $48  mUlion  of  additional  crop  value  per  year  2500 
new  jobs,  6000  additional  population  in  the  area,  76,000  annual  recreational  visitor  days, 
plus  improving  the  groundwater  situation. 

Amendments  to  ESA: 

According  to  the  National  Marine  Fisheries  Service's  interpretation  of  the  species  and 
subspecies  definitions  in  ESA  there  are  hundreds  of  separate  subspecies  of  salmon  in  the 
northwest.  This  allows  NfMFS  to  blanket  to  the  entire  region  with  ESA  enforcement  by 
listing  only  one  or  a  few  salmon  runs  on  specific  tributaries.  Sockeye  and  chinook  are 
generally  plentiful  in  the  region  but  there  are  numerous  separate  runs  in  decline.  ESA  s 
definition  of  species,  subspecies  and  distinct  population  groups  need  revisions  to  settle  the 
"lumpers  vs.  splitters"  argument. 

The  government  should  also  be  required  to  do  a  NEPA  type  balancing  when  considering 
ESA  actions,  whether  for  listing,  critical  habitat,  recovery  plans  or  consultations.  The 
conflict  here  on  the  CBP  between  water  service  contracts  to  improve  water  quality  or 
conserve  groundwater  vs.  instream  flows  for  salmon  is  a  good  example  of  the  need  for 
that. 

Name  of  Organization:  East  Columbia  Basin  Irrigation  District 

Contact:  Richard  L.  Erickson 

Secretary-Manager 
Address:  55  North  8th 

P.O.  Box  E 

OtheUo,  Washington  99344 
Phone:  (509)  488-9671 

FAX-  (509)  488-6433 
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Testimony  of 

Joe  Hunter,  Executive  Director 

Colorado  River  Energy  Distributors  Association 

Before  the 

Committee  on  Resources 

U.S.  House  of  Representatives 

April  17,  1996 
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Mr.  Chamnan,  thank  you  for  giving  the  Colorado  River  Energy  Distributors  Association  the 
opportunity  to  appear  today  to  discuss  impacts  of  the  Endangered  Species  Act  on  consumers  who 
are  dependent  upon  electricity  produced  at  federal  hydroelectric  fiaicilities. 

The  Colorado  River  Energy  Distributors  Association,  or  CREDA,  represents  more  than 
1 00  consumer-owned  electric  systems  in  Arizona,  Colorado,  Nevada,  New  Mexico,  Utah  and 
Wyoming  —  systems  which  provide  electricity  to  millions  of  consumers  at  cost-based,  not-for-profit 
rates.   Combined,  CREDA  members  distribute  more  than  80%  of  the  electricity  generated  by  the 
Colorado  River  Storage  Project  (CRSP).   The  hydiopower  fecilities  of  the  CRSP  consist  of  five 
federal  dams  on  the  Upper  Colorado  River  and  associated  generators,  transmission  lines,  etc. 

My  testimony  today  will  be  limited  to  our  experiences  with  tl\e  Endangered  Species  Act 
in  the  Upper  Colorado  River  Basin;  however,  I  would  say  with  a  high  degree  of  confidence  that 
similar  experiences  and  impacts  can  be  found  In  virtually  every  region  of  the  country  served  by 
electricity  produced  at  federal  hydroelectric  facilrtJes. 

Implementation  of  the  current  Endangered  Species  Act  impacts  hydropowcr  consumers 
in  a  number  of  agnificant  and  costly  ways.  As  a  general  proposition,  any  restrictions  or  operational 
changes  mandated  for  federal  dams  that  have  hydropowcr  features  will  ultimately  have  an  effect  on 
the  value  and  cost  of  the  electricity  that  is  produced,  and  consequently,  on  the  businesses  aitd 
individuals  who  use  and  pay  for  that  electricity.  Today,  however,  I  would  like  to  bring  to  the 
Committee's  attention  a  couple  of  specific  financial  impacts  on  power  consumers  w^ch  are  perhaps 
not  as  dearly  or  widely  understood  —  and  which  relate  directly  to  programs  which  fall  under  your 
jurisdiction. 

As  you  know,  Mr.  Chairman,  under  the  authorizing  statutes  of  the  Colorado  River  Storage 
Projett,  all  costs  of  power  generation  and  more  than  90%  of  the  costs  of  irrigation  features  of  the 
project  are  "reimbursed"  to  the  government  through  the  sale  of  the  power.  In  short,  the  Western 
Area  Power  Administration,  who  markets  the  hydropower,  calculates  all  of  the  costs  of  power 
generation,  as  well  as  the  irrigation  and  other  costs  allocated  to  power,  and  sets  the  rate  for  that 
power  at  whatever  level  is  necessary  to  cover  all  of  those  costs.  It  doesn't  matter  how  much  power 
is  actually  produced  or  what  the  costs  ultimately  are;  in  the  end,  enough  revenue  must  be  collected 
from  ratepayers  to  fidly  reimburse  the  government. 

Historically,  this  financing  mechanism  has  served  its  intended  purpose:  To  repay  the  lion's 
share  of  the  costs  of  the  CRSP,  while  still  providing  a  relatively  economical  source  of  electricity  for 
growing  regional  economies.  In  recent  years,  however,  costs  have  increased  dramatically,  while  the 
hydropowa*  resource  itself  has  been  steadily  degraded.  In  other  words,  the  electric  cooperatives  and 
municipal  utilities  CREDA  represents  have,  over  the  past  .■several  years,  been  on  a  discouraging 
spiral  of  paying  more  for  a  less  valuable  resource. 

While  several  factors  have  contributed  to  this  spiral,  there  is  no  single  cause  that  is  as 
significant  as  the  implementation  of  the  Endangered  Species  Act.  As  you  undoubtedly  know,  the 
Colorado  River  Basin  is  home  to  a  wide  variety  of  endangered  and  threatened  species,  and  the  costs 
of  the  federal  government's  efforts  to  protect  and  recover  those  species  find  their  way  into 
the  rates  consumers  pay  for  electricity  fi'om  several  different  directions. 
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First  of  all,  whenever  an  effort  is  mandated  to  attempt  to  recover  species  which  are 
dependent  upon  the  river,  the  operation  and  impacts  of  the  federal  water  facilities  are  among  the  first 
things  that  are  examined  for  potential  remedies.  The  clearest  example  of  this  is  found  in  the  ongoing 
recovery  efforts  for  the  Colorado  River  Endangered  Fishes.  Virtually  all  water  use  and  development 
in  the  Upper  Colorado  River  Basin  is  contingent  upon  the  "Recovery  Implementation  Program  for 
the  Endangered  Fishes  of  the  Upper  Colorado  River  Basin."  Begun  in  1988,  this  program  seeks  to 
identify  and  implement  recovery  actions  that  will  benefit  fbvir  species  of  endangered  fish  while 
allowing  the  Upper  Basin  States  to  utilize  their  legal  allocations  of  the  Colorado  River. 

Expenditures  to  date  under  this  program  have  amounted  to  more  than  $40  million.  Of  that 
amount,  more  than  $14  million  has  been  fvjnded  dirertly  from  power  revenues.  More  significantly, 
it  should  be  noted  that  the  program  thus  far  has  focused  largely  on  research  and  planning  related  to 
even  more  costly  activities  in  the  future.  Current  estimates  call  for  spending  somewhere  between 
$60  and  $112  million  through  the  year  2003  to  actually  implement  the  recovery  program. 

At  this  point,  it  is  unclear  how  these  sums  will  be  obtained;  however,  I  think  it  is  safe  to  say 
that  the  most  popular  potential  source  of  funding  is  the  "so-called"  cash  register  of  power 
generation. 

As  impressive  as  these  dollar  amounts  might  be,  Mr.  Chairman,  it  is  essential  for  the 
Committee  to  recognize  that  the  real  costs  of  these  types  of  Endangered  Species  Act  arthnties  are 
found  elsewhere.  For  example,  the  budget  for  the  upper  basin  recovery  program  I  just  outlined  only 
includes  the  costs  of  research,  administration,  and  actually  building  or  buying  things.  What  that 
budget  docs  not  inchide  are  the  costs  of  reoperating  dams  and  the  resulting  decreases  in  the  value 
and  amount  of  hydroelectric  power  that  is  produced. 

Not  surprisingly,  much  of  the  focus  of  ongoing  and  fvrturc  recovery  efforts  is  to  change  the 
way  the  dams  on  the  Colorado  River  are  operated  in  order  to  provide  specific  flows  at  specific  times 
for  the  endangered  species.  It  is  ironic,  but  nonetheless  accurate,  to  say  that  much  of  the  research 
being  financed  in  part  by  power  consumers  is  geared  toward  identifying  ways  to  sacrifice 
hydropower  generation  for  tfje  benefit  of  the  fish.  And  while  those  sacrifices  may  or  may  not  be 
appropriate  from  a  biological  or  policy  standpoint,  it  must  be  recognized  that  the  resulting  costs  are 
veiy  real  and  very  substantial. 

Given  the  wi^  the  Colorado  River  and  many  other  rivers  throughout  the  West  are  managed 
to  meet  water  supply  and  other  needs,  when  dams  are  used  to  manipulate  flows,  the  result  is  often 
a  reduction  in  the  amount  or  value  of  the  hydropower  that  is  produced.  Unfortunately,  these 
operational  changes  do  not  reduce  costs,  thus  leaving  elearicity  consumers  to  pay  more  for  less 
power.  Compounding  that  cost  is  the  fact  ihat  utilities  have  to  replace  the  power  generation  and 
capacity  that  is  sacrificed  with  resources  that  are  often  less  efBdent  and  more  expenave.  Again, 
that  increased  cost  is  ultimately  borne  by  the  consunner. 

For  example,  for  the  past  several  yean.  Flaming  Gorge  Dam  on  the  Upper  Colorado  River 
has  been  operated  under  a  regime  mandated  by  the  Fish  and  Wildlife  Service  for  the  recovery  of  the 


143 


Colorado  River  endangered  fishes.  From  1985  through  1991,  dam  operations  were  altered  in  order 
to  conduct  research  for  the  preparation  of  a  Biological  Opinion.  The  economic  cost  of  the  electricity 
not  generated  as  a  result  of  that  research  is  estimated  to  be  $5  million  per  jrear.  Once  the  biological 
opinion  was  written  and  the  dam's  operation  set  accordingly,  there  has  been  a  continuing  economic 
cost  of  foregone  generation  of  roughly  $2  million  per  year.  It  should  be  noted  that  these  amounts 
reflect  estimates  of  the  value  of  power  not  produced,  and  do  not  reflect  the  additional  incremental 
cost  of  replacing  that  power  from  more  expensive  sources. 

In  short,  they  are  conservaiive  estiniates,  and  any  co-op  or  municipal  utility  manager  who 
distributes  CRSP  power  will  teQ  you  that  the  actual  cost  is  signiUcantly  greater. 

[  should  also  point  out,  Mr.  Chairman,  that  eleven  years  and  $45  million  later,  we  still  don't 
know  with  any  certainty  how  Flaming  Gorge  Dam  will  be  operated  in  the  fijture.  It  is  reasonable  to 
expect,  however,  that  future  costs  will  be  at  least  as  great  as  the  current  ones. 

CRSP  customers  fece  a  similar  problem,  with  greater  potential  impacts,  at  Glen  Canyon 
Dam.  One  of  the  products  of  recent  years'  environmental  work  at  Glen  Canyon  Dam  is  a  biological 
opinion  calling  for  five  years  of  research  flows  to  assess  the  impacts  of  "steady  flows"  on  the 
endangered  fishes.  Again  using  the  value  of  lost  generation,  the  projected  economic  cost  of  these 
research  flows  is  about  $79  million  per  year.  If,  in  fact,  as  the  Fish  and  Wildlife  Service  has 
requested,  there  are  five  years  of  these  flows,  the  total  economic  cost  is  roughly  $395  million. 

What  these  examples  illustrate  is  the  &ct  thai  the  true  financial  impact  of  the  Endangered 
Species  Act  on  the  millions  of  consumers  who  depend  upon  hydropower  generated  at  federal  dams 
is  far  greater  than  the  smounls  you  will  find  in  agency  budgets  and  appropriations  bills.  The  value 
of  hydropower  is  its  capacity  to  provide  electricity  when  it  is  needed.  As  the  operatioijv  of  these 
facilities  is  increawngly  dictated  not  by  water  conditions  or  by  consumers'  electrical  needs,  but  by 
research  and  other  efforts  carried  out  under  Ihe  mandates  of  the  Endangered  Species  Act,  that  value 
is  lost.  Society's  need  for  the  power,  however,  does  not  go  away,  and  whatever  we  sacrifice  in  the 
form  of  clean,  renewable  hydropower  has  to  be  replaced  —  and  that  replacement  costs  very  real 
dollars  that  ultimately  have  to  be  collected  in  consumer's  electric  bills. 
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INTRODUCTION 

On  behalf  of  the  Association  of  California  Water  Agencies'  (ACWA)  more  than 
450  public  water  agencies  and  mutual  water  companies  that  deliver  90%  of  California's 
water,  I  would  like  to  thank  you  for  the  opportunity  to  discuss  matters  of  grave  concern  to 
our  agencies  and  their  constituents,  the  people  of  California.  California  is  the  endangered 
species  capital  of  the  United  States.  Over  100  species  are  currently  listed  as  endangered 
or  threatened  and  162  more  will  be  listed  in  the  near  future.  This  overwhelming  number 
has  impacted  virtually  every  aspect  of  California's  economy.  The  Endangered  Species 
Act  (ESA),  in  its  current  form,  creates  significant  difficulty  and  expense  for  our  districts 
as  they  strive  to  meet  the  water  and  water-related  infrastructure  requirements  of  our  state. 

My  name  is  John  Stovall  and  I  am  the  General  Counsel  of  the  Kern  County  Water 
Agency,  one  of  the  members  of  the  Association  of  California  Water  Agencies.  The  Kern 
County  Water  Agency  is  one  of  the  largest  providers  of  water  to  both  agricultural,  and 
municipal  and  industrial  customers  of  water  in  the  state  of  California.  By  way  of 
background,  I  am  also  the  chairman  of  the  Endangered  Species  Act  Work  Group  of 
ACWA,  the  chairman  of  the  Legal  Committee  of  the  State  Water  Contractors,  an 
organization  of  local  governments  which  contract  with  the  state  of  California  for  water, 
and  a  member  of  the  Board  of  Governors  of  the  State  Bar  of  California. 

I  am  testifying  today  for  the  association  because  the  Kern  County  Water  Agency, 
the  State  Water  Contractors,  and  the  members  of  ACWA  have  found  that  the  current 
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language  of  the  ESA  has  led  to  significant  impairment  of  our  ability  to  meet  the 
infrastructure  needs  of  our  constituents  for  water  supply  and  flood  control.  We  are  very 
concerned  that  the  ESA  has  caused  costly  delays  and  revisions  in  plans  for  construction 
of  projects  and  imposed  significant  additional  costs  on  existing  projects  and  existing  uses 
of  land  after  decisions  have  been  made  and  public  funds  have  been  invested.  The  true 
cost  of  the  ESA  is  not  the  comparative  pittance  it  costs  to  pay  the  enforcer;  it  is  the 
regulatory  burden  imposed  on  the  public  by  the  heavy  hand  of  the  enforcer.  In  these 
cases,  the  "enforcers"  are  the  United  States  Fish  and  Wildlife  Service,  the  National 
Marine  Fisheries  Service,  and  their  agents. 

The  decision  to  tax,  assess  or  charge  our  constituents  for  public  infrastructure  is 
not  one  we  take  lightly.  We  are  sure  you  understand  that  the  decision  to  exact  funds  from 
constituents  is  one  of  the  most  difficult  elements  of  the  democratic  process.  Before  doing 
so,  it  h£is  been  the  practice  of  our  members  to  carefully  consider  the  benefits  to  be  derived 
from  a  project,  and  compare  those  benefits  to  the  costs  involved.  The  impact  of  the  ESA 
is  exceptionally  onerous  to  us  when  we  have  performed  this  analysis  in  the  past,  and 
concluded  the  project  is  worthwhile  for  public  investment,  only  to  learn  that  requirements 
imposed  by  administrative  edict  under  the  ESA  significantly  raise  the  cost. 

A  further  difficulty  arises  currently  because  it  is  virtually  impossible  to  accurately 
assess  the  cost  of  future  ESA  compliance  even  if  an  agreement  is  reached  with  the 
enforcement  agencies.  While  a  negotiated  resolution  may  be  struck  regarding  existing 
species  on  the  list,  many  of  our  members  believe  that  they  are  always  susceptible  to  new 
demands  based  on  species  listed  after  an  investment  is  made.  In  some  instances,  species 
have  even  been  pitted  against  each  other  with  measures  required  to  protect  species  that 
harm  other  species. 

The  following  testimony  illustrates  to  you  the  impacts  on  the  cost  of  our  projects, 
and  some  of  the  activities  of  our  constituents.  We  will  first  address  the  impacts  on  a  little 
known  flood  control  project  which  has  been  in  existence  for  decades.  We  then  turn  to  the 
impact  on  water  supply  and  costs  utilizing  the  State  Water  Project,  a  project  which  was 
constructed  in  large  part  before  the  ESA  was  passed,  most  of  it  before  any  of  the  current 
species  of  concern  were  listed.  Next,  we  will  examine  other  examples  of  water  district 
impacts  and  impacts  on  constituents  throughout  the  state  where  the  cost  of  projects  has 
been  exacerbated  by  ESA  requirements.  Finally,  we  suggest  to  you  some  potential 
solutions  in  an  attempt  to  break  the  seeming  impasse  which  has  developed  on  the  issue  of 
reform. 

We  continue  to  believe  that  it  is  possible  to  craft  Endangered  Species  Act  reform 
which  continues  to  provide  protection  to  species  while  protecting  the  ability  of  State  and 
local  governments  to  serve  the  needs  of  their  citizens.  We  also  believe  that  an  ESA 
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which  provides  for  cooperative  and  reasonable  solutions  would  ultimately  better  serve 
our  environment  by  avoiding  the  hostile  backlash  to  all  environmental  concerns  that  we 
have  observed  in  the  western  states.  Our  challenge  is  to  break  through  the  rhetoric  of 
confrontation  and  achieve  a  solution  which  meets  the  needs  of  people  and  the  needs  of 
our  environment. 

COST/BENEFIT,  FLOOD  CONTROL  &  THE  ESA 

One  of  the  elements  of  public  infrastructure  most  sensitive  to  cost/benefit  analysis 
is  flood  control.  Other  committees  of  this  Congress,  of  which  many  of  you  may  be 
members,  are  familiar  with  the  agonizing  public  policy  decisions  which  must  be  made  in 
the  flood  control  arena.  As  we  seek  to  spend  the  public's  money  wisely,  we  must  balance 
the  benefits  of  such  projects  with  the  costs.  A  problem  has  arisen  regarding  the  ESA  as 
applied  to  these  projects.  It  is  not  possible  now  to  accurately  assess  the  costs  of  flood 
control  projects  since  new  costs  may  be  imposed  by  ESA  enforcement  agencies  many 
years,  even  decades,  after  the  projects  are  put  in  place.  The  example  I  will  discuss  here  is 
my  agency's  Kern  River  Intertie  project,  built  many  years  ago  with  the  Corps  of 
Engineers. 

Kern  F^ver  Intertie 

The  Kern  River  Intertie  (Intertie)  was  constructed  in  the  1970s  in  Kern  County  to 
allow  the  flood  waters  of  the  Kern  River  to  be  partially  channeled  into  the  California 
Aqueduct  to  prevent  flooding  of  farmland  downstream  of  the  Intertie.  The  essential 
elements  of  the  Intertie  facility  are  a  gate  structure  to  control  flood  flows  into  the 
California  Aqueduct  and  a  settling  basin  upstream  of  the  gate  to  prevent  undue  sediment 
from  being  washed  into  the  aqueduct.  The  project  was  accomplished  with  the  assistance 
of  the  Corps  of  Engineers  and  for  many  years  was  routinely  maintained  under  contract 
with  local  water  districts  pursuant  to  our  contract  with  the  Corps  of  Engineers,  and  in 
accordance  with  federal  regulations.  Those  federal  regulations  required,  among  other 
things,  removal  of  vegetation  showing  on  levees  and  in  the  settling  basin.  In  1993,  the 
maintenance  of  this  flood  control  project  became  anything  but  routine. 

Unknown  to  the  Kern  County  Water  Agency  (the  Agency)  or  to  the  water  districts 
that  had  contracted  with  us  for  maintenance.  Fish  &  Wildlife  Service  agents  with 
assistance  from  California  Fish  &  Game  were  eyeing  the  Intertie  property.  Following 
routine  maintenance  of  the  property,  including  discing  for  vegetation,  agents  appeared  at 
our  headquarters  asking  for  permission  to  inspect  the  property.  We  later  learned  that  they 
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had  already  been  on  the  propierty  to  investigate.  Having  nothing  to  hide,  and  not  thinking 
we  had  anything  to  fear,  we  allowed  them  to  do  so.  It  was  not  the  end  of  the  story. 

The  Agency  then  received  letters  form  an  Assistant  U.S.  Attorney  claiming  the 
Agency  had  violated  the  ESA  and  threatening  prosecution.  The  \gency  was  forced  to 
spend  tens  of  thousands  of  dollars  in  defense  of  allegations  that  a  tractor  driver  hired  by  a 
local  water  district  had  run  over  Tipton  Kangaroo  Rats,  a  species  listed  under  the  ESA. 
Demands  were  made  for  150  acres  of  mitigation  land  and  hundreds  of  thousands  of 
dollars  in  penalties.  Believing  the  charges  were  unjustified  and  the  demands  unfair,  we 
chose  to  investigate  ourselves  and  discovered  numerous  problems  with  the  case  alleged 
by  the  government.  We  found  that  eve  if  rats  had  been  run  over  (itself  subject  to  some 
question),  they  were  probably  of  the  "short-nosed"  variety,  an  unlisted  species.  In  any 
event,  the  tractor  driver  was  certainly  unaware  of  any  damage  to  rats  as  were  the  districts 
performing  the  maintenance.  The  Agency  was  unaware  that  the  maintenance  was  even 
underway  at  the  time.  Yet,  the  Agency  was  still  singled  out  as  a  defendant. 

When  presented  with  results  of  the  Agency's  investigation,  the  Fish  &  Wildlife 
Service  agreed  to  reevaluate  its  position.  To  date,  the  United  States  hais  not  filed  an 
action  against  the  Agency.  We  remain  uncertain  over  how  maintenance  of  the  Intertie 
and  concerns  about  the  Tipton  Kangaroo  Rats  will  be  resolved. 

The  additional  costs  imposed  on  this  project  could  still  be  drastic,  and  we  are 
taking  some  risk  in  exposing  this  incident  to  you.  In  our  view,  however,  it  is  critical  that 
you  be  aware  of  how  this  act  is  being  unfairly  enforced.  This  project  was  routinely 
maintained  for  more  than  a  decade  in  conjunction  with  the  Corps  of  Engineers' 
requirements.  Now,  because  of  the  ESA,  this  project  has  been  threatened  with  hundreds 
of  thousands  of  dollars  in  costs.  We  have  incurred  almost  $100,000  in  legal  defense 
costs,  and  we  are  still  threatened  with  the  extortion  of  5  acres  of  land  for  every  acre  on 
which  enforcement  agents  assert  rat  habitat  exists.  Had  we  know  of  these  problems 
before  the  project  was  built,  it  would  never  have  been  built.  As  it  is,  we  have  no  choice 
but  to  pass  the  costs  imposed  on  to  the  farmers  downstream  who  thought  they  were  being 
protected. 
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III 

WATER  SUPPLY  LMPACTS  AND  THE  STATE  WATER  PROJECT 

REDUCED  WATER  SUPPLY/INCREASED  COSTS 

As  a  clear-cut  example  of  the  water  supply  costs  imposed  on  California  water 
agencies  by  the  ESA,  I  would  like  to  discuss  with  you  the  impact  on  deliveries  and  costs 
of  the  State  Water  Project  (SWF).  The  State  Water  Project  in  California  is  a  system  of 
water  conservation  and  transportation  facilities  which  provides  water  for  more  than  20 
million  Califomians,  most  served  by  the  Metropolitan  Water  District  of  Southern 
California,  and  hundreds  of  thousands  of  acres  of  the  most  productive  farmland  in  the 
world.  It  extends  from  Oroville  in  the  north  where  the  excess  waters  of  the  Feather  River 
are  stored  for  use,  to  the  reservoirs  of  Southern  California  where  water  is  stored  for  use 
by  the  20  million  residents  of  that  area.  Between  the  two,  the  Kern  County  Water 
Agency  (the  Agency)  accepts  water  from  the  California  Aqueduct  to  serve  hundreds  of 
thousands  of  acres  of  productive  farmland  and  residents  of  Kern  County  from  Taft  on  the 
west  to  Tehachapi  on  the  east.  Most  of  our  municipal  water  is  provided  to  the  Greater 
Bakersfield  area,  a  community  in  excess  of  300,000  people.  Twenty-nine  other  public 
agencies  have  contracted  for  a  water  supply  from  the  SWP. 

Construction  of  the  SWP  was  begun  during  the  early  1960s,  having  been  planned 
for  many  years  prior.  After  approval  by  the  state  legislature  and  the  voters  of  California, 
the  construction  of  its  conservation  facilities  and  hundreds  of  miles  of  aqueduct  began. 
Deliveries  to  the  Kern  County  Water  Agency  started  in  1968  -  years  before  the 
Endangered  Species  Act  was  passed. 

One  of  the  prime  concerns  of  the  developers  of  the  project  was  whether 
'agriculture  could  afford  to  pay  the  anticipated  costs.  The  project  without  agricultural 
participation  would  not  have  been  prudent  from  a  cost/benefit  standpoint.  Even  today, 
the  cost  of  water  from  the  SWP  is  critical  to  the  viability  of  agriculture  in  the  central 
valley  of  California.  Cost  is  also  important  to  the  people  of  Southern  California.  The 
ESA  has  significantly  contributed  to  elevating  the  cost  of  water  from  this  key  project. 

Let  me  describe  for  you  the  impacts  which  the  SWP  experiences  under  the 
negotiated  Bay-Delta  Accord  (Accord),  and  compare  those  to  the  demands  which  were 
made  by  wildlife  agencies  prior.  This  is  important  because,  while  we  support  the  Accord, 
we  are  very  concerned  about  potential  demands  for  water  when  the  Accord  terminates. 
The  SWP  shares  a  number  of  facilities  including  certain  sections  of  the  California 
Aqueduct,  and  the  "south  of  the  Delta"  storage  facility,  known  as  the  San  Luis  Reservoir, 
with  the  Central  Valley  Project.  Together  these  projects  account  for  approximately  30% 


149 


Testimony  of  John  F.  Stovall 

Association  of  California  Water  Agencies 

House  Committee  on  Resources  Hearing  on  the  ESA 

April  17,  1996 

Page  6 


of  the  states  water  supply.  They  coordinate  their  operations  under  a  coordinated 
operations  agreement  (COA).  A  precise  determination  of  the  split  of  the  losses  imposed 
by  the  ESA  is  difficult  because  of  the  variables  involved,  but  a  rough  estimate  of  a  50/50 
split  suffices. 

The  1994  Accord  modifies  a  prior  state  water  quality  standard  to  provide  for  ESA 
implementation.  It  provides  400,000  acre-feet  of  additional  water  for  the  Bay-Delta  in 
average  years;  one  million  acre-feet  in  drought  years.  The  measures  contained  in  the 
agreement  are  intended  to  provide  sufficient  habitat  protection  for  currently  listed 
•endangered  and  threatened  species  and  to  create  conditions  in  the  Bay-Delta  that  avoid 
the  need  for  any  additional  listings  under  the  ESA  for  three  years.  Estimating  the  dollar 
cost  of  this  lost  water  is  both  difficult  and  inadequate  in  that  it  cannot  measure  the  human 
costs  to  the  people  affected.  Applying  the  rough  value  estimate  of  $100  to  $200  per  acre- 
foot  in  a  dry  year,  the  cost  is  approximately  $100  to  $200  million  if  that  replacement 
water  can  be  purchased  at  all.  If  it  cannot  be  purchased  from  other  sources,  as  may  be  the 
case  in  critically  dry  years,  the  costs  would  be  even  greater. 

These  losses  are  less,  however,  than  those  demanded  by  the  wildlife  agencies  at 
the  outset.  During  the  negotiations  their  demands  were  for  800,000  acre-feet  in  normal 
years,  eind  two  million  acre-feet  in  critically  dry  years. 

Under  the  1994  Accord,  if  federal  agencies  determine  additional  water  is 
necessary  to  protect  endangered  species  not  listed,  the  federal  government  has  the 
responsibility  for  acquiring  water  through  voluntary  purchases  financed  with  federal 
funds.  The  accord  provides  temporary  relief  from  the  punitive  effects  of  the  ESA,  but  the 
act  still  needs  to  be  reformed  to  prevent  the  serious  impacts  described  below  from 
occurring  in  the  future.  It  must  be  emphasized  that  the  relief  afforded  to  California  water 
agencies  and  their  constituents  dependent  on  the  SWP  will  end  in  1997,  and  we  anticipate 
that  wildlife  agencies  will  be  demanding  additional  water  at  our  expense. 

In  the  two  years  prior  to  the  signing  of  the  Accord  in  December  1994,  when  the 
winter-run  Chinook  salmon  and  the  Delta  smelt  were  listed  under  the  ESA.  the  effect  of 
protective  measures  was  to  reduce  the  amount  of  water  available  for  export  from  the 
Delta  to  state  and  federal  water  customers.  During  these  two  years,  the  state  and  federal 
water  projects'  Delta  pumping  operations  were  conditioned  on  "take"  provisions  under 
ESA,  which  limited  the  number  of  listed  species  that  could  be  lost  to  the  pumps.  The 
water  losses  for  both  projects  totaled  one-million  acre-feet  in  1993  and  1 .3  million  acre- 
feet  in  1994.  Again,  it  is  difficult  to  estimate  the  value  of  such  losses,  but  using  the 
values  derived  in  the  recent  drought  market,  the  value  of  the  water  lost  can  be  estimated 
at  $100  to  $200  per  acre-foot  had  the  water  been  stored  for  dry  years. 


150 


Testimony  of  John  F.  Stovall 

Association  of  California  Water  Agencies 

House  Committee  on  Resources  Hearing  on  the  ESA 

April  17,  1996 

Page  7 


As  an  ironic  anecdote,  on  February  23,  1993,  just  six  hours  after  Governor  Pete 
Wilson  declared  that  California's  prolonged  drought  had  ended,  the  SWP  pumps  were 
shut  down  for  10  days  to  allegedly  protect  winter  run  salmon  smolts,  although  the 
evidence  that  the  smolts  were  "winter  run,"  rather  than  £in  unprotected  variety,  was 
virtually  non-existent. 

I  have  spoken  here  about  the  SWP  because  that  is  the  project  of  which  I  am  most 
familiar.  However,  the  impacts  on  the  CVP  and  its  contractors  have  been  equally 
significant. 

These  impacts  are  sever,  but  by  no  means  the  only  impacts  of  the  ESA  in 
California.  The  following  are  some  additional  examples  of  regulatory  costs  imposed  on 
existing  projects  in  California  as  a  result  of  the  Endangered  Species  Act. 


IV 

URBAN  AND  AGRICULTURAL  IMPACTS  OF  ESA  RESTRICTIONS 

Eastern  Municipal  Water  District  (Riverside  County) 

About  144,000  acres,  or  more  than  40%,  of  Eastern's  service  area  is  now 
designated  sensitive  habitat  to  protect  various  plant  and  animal  species  listed  under  the 
ESA.  The  recent  listing  of  the  California  orcutt  grass  and  the  expected  listing  of  the  San 
Jacinto  saltbrush  will  designate  even  more  acres.  Twice  in  recent  years,  the  district  had 
to  re-route  pipelines  to  accommodate  listed  plant  species  discovered  just  before  or  during 
construction.  In  one  case,  the  plant  in  question  was  a  grass  detectable  only  in  May  and 
June.  Months  of  negotiations  with  the  U.S.  Fish  and  Wildlife  Service  and  other  agencies 
delayed  construction  and  resulted  in  more  than  $600,000  in  additional  project  costs. 

Kern  County  Water  Agency 

Facing  dramatic  cuts  in  surface  water  supplies  during  the  recent  drought,  KCWA 
sought  to  drill  ground  water  wells  to  save  crops  dependent  on  imported  water.  While 
carrying  out  required  wildlife  surveys  and  a  biological  assessment,  the  district  found 
burrows  potentially  belonging  to  endangered  Tipton  kangaroo  rats.  A  special  study  was 
required  to  determine  whether  the  burrows  were  used  by  Tipton  rats  or  Hermani  kangaroo 
rats,  which  are  not  endangered.  After  securing  necessary  permits  and  a  qualified  biologist 
to  trap  kangaroo  rats,  the  district  was  delayed  because  trapping  cannot  take  place  during  a 
waxing  or  full  moon.  Rains  further  delayed  the  trapping,  and  more  time  was  lost  when 
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the  district  could  not  get  an  appointment  with  the  U.S.  Fish  and  Wildlife  Service.  In  the 
end,  the  district  lost  three  months  in  drilling  the  wells,  spent  $24,000  on  the  biological 
assessment  and  $3,700  in  mitigation  fees. 

City  of  Santa  Barbara 

Plans  to  enlarge  and  reinforce  Santa  Barbara's  Gibraltar  Dam  had  to  be  canceled 
because  of  potential  effects  on  habitat  of  the  least  Bell's  vireo,  an  endangered  bird.  The 
cancellation  cost  the  city  some  $3  million  in  construction  expenses,  lost  revenues  and 
costly  alternative  water  sources. 

Joshua  Basin  Water  District  (San  Bernardino  County) 

Plans  to  extend  water  service  lines  to  about  400  households,  primarily  retired 
people,  were  derailed  by  requirements  to  protect  habitat  of  the  endangered  desert  tortoise. 
Construction  was  delayed,  and  the  district  spent  more  than  $1 .5  million  as  the  federal 
Bureau  of  Land  Management  and  state  Department  of  Fish  and  Game  wrangled  over  who 
should  own  and  manage  388  acres  set  aside  by  the  district  for  the  tortoise. 

In  the  meantime,  the  400  households  had  to  have  their  water  supplies  trucked  in. 
Extensive  delays  and  prohibitive  costs  of  complying  with  the  ESA  left  frustrated  distnct 
officials  with  little  hope  of  resolving  the  matter  and  may  prompt  them  to  abandon  the 
project. 

Desert  Water  Agency  (Riverside  County) 

A  pipeline  construction  project  ran  into  delays  and  additional  costs  due  to  snags 
involving  the  habitats  of  three  endangered  species.  The  pipeline  had  to  be  re-routed  to 
avoid  Coachella  Valley  fringed-toed  lizard  habitat,  adding  $100,000  to  the  cost  of  the 
project.  Then  construction  was  ceased  for  several  months  during  the  mating  season  of  the 
peninsular  big  horn  sheep,  and  design  modifications  were  made  to  accommodate  the 
sheep.  The  agency  again  had  to  delay  the  project  to  undertake  a  study  of  the  Coachella 
Valley  milkvetch  plant,  which,  it  turned  out,  was  not  present  in  the  project  area.  In  the 
meantime,  all-terrain  vehicles  and  motorcycles  continued  to  impact  lizard  habitat  in  the 
same  area  the  agency  was  forced  to  avoid  with  its  pipeline. 
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Kern  County  Agriculture 


The  ESA  has  also  had  significant  adverse  effects  on  agriculture  in  the  San  Joaquin 
Valley.  Kern  County  has  been  particularly  hard  hit. 

In  a  case  that  attracted  national  attention  and  sparked  cries  for  ESA  reform, 
bamboo  farmer  Taung  Ming-Lin  faced  criminal  prosecution  last  year  after  discing  private 
agricultural  land  inhabited  by  endangered  kangaroo  rats.  State  and  federal  wildlife 
agency  officials  searched  Lin's  property  in  February  1994  and  confiscated  his  tractor  and 
disc.  Lin  said  he  was  not  aware  there  were  endangered  species  on  the  723  acres  he 
purchased  in  1991.  The  case  was  ultimately  dropped  for  a  nominal  settlement  after 
numerous  hours  of  attorney  time  had  been  expended. 

Recently,  another  case  involving  attempted  farming  of  land  in  the  San  Joaquin 
Valley  resulted  in  payments  of  tens  of  thousands  of  dollars  by  Valley  Communities,  Inc. 
In  this  very  recent  case,  we  are  unaware  of  the  precise  details. 


REASONABLENESS  AS  A  REFORM 

"Reasonableness"  can  be  defined  as  taking  into  account  all  aspects  of  a  situation  in 
reaching  a  balanced  decision.  It  also  demands  good  science,  public  review  and  due 
process.  The  requirement  of  reasonable  action  is  spread  throughout  the  law,  but  it  is 
strangely  lacking  in  certain  unbalanced  provisions  of  the  Endangered  Species  Act.  For 
example,  reasonableness  demands  consideration  of  the  effects  on  projects  or  uses  which 
wee  in  existence  before  a  species  was  listed,  yet  the  act  treats  all  projects  and  uses  alike 
whether  begun  decades  ago  or  tomorrow.  Reasonableness  demands  consideration  of 
whether  equivalent  results  can  be  obtained  with  protection  plans  which  are  less  damaging 
to  other  species  or  humans,  and  yet  the  act  allows  administrators  to  simply  demand  what 
they  want.  Reasonableness  demands  that  we  should  at  least  know  what  the  impacts  of 
our  actions  are  on  humans,  and  yet  the  act  does  not  even  require  us  to  examine  and  record 
what  those  impacts  are,  much  less  balance  them'.  Where  agreement  has  been  reached 
and  investments  have  been  made,  reasonableness  suggests  that  federal  agencies  should 
not  be  allowed  to  demand  fiirther  land  or  water,  yet  those  now  entering  agreements  with 
the  federad  government  are  never  certain  that  more  penance  will  not  be  demanded  as  new 
species  are  listed.   .  ' 


'  While  consideration  is  technically  required  at  some  points,  wildlife  agencies  have  asserted  that  all 
economic  impacts  occur  at  the  listing  stage  when  take  prohibitions  apply  and  that  subsequent  impacts  are 
minor. 
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ACWA  has  developed  a  brief  but  succinct  list  of  pints  which  we  consider  critical 
to  successful  ESA  reform.  These  points  are  as  follows: 

1 .  Water  rights  should  be  respected. 

2.  Ecosystem  conservation  approaches  should  be  encouraged  rather  than 
a  single  species  approach  (protecting  against  demands  for  newly  listed 
species). 

3.  The  unfunded  mandates  imposed  on  state  and  local  governments 
should  be  resolved  by  federal  fiinding  of  costs  imposed. 

4.  Economic  analyses  should  be  done  at  all  stages  so  that  we  vvill  know 
what  the  true  costs  of  ESA  regulations  are. 

5.  The  regulatory  process  should  be  re-engineered  to  provide 
administrative  streamlining  and  good  science,  complete  with  peer 
review,  to  avoid  delay  and  red-tape. 

6.  Exempt  reasonable  operation  and  maintenance  of  existing  public 
facilities  and  other  important  existing  uses,  such  as  agriculture. 

We  believe  that  these  changes  can  be  achieved  with  no  real  loss  of  protection  for 
species.  In  fact,  cooperative  partnerships  between  the  federal  government  and  state  and 
local  agencies  are  possible  if  some  of  the  fear  of  future  unanticipated  loss  is  removed. 
We  look  forward  to  working  with  you  and  all  those  interested  in  reasonable  reform  to 
achieve  an  Endangered  Species  Act  which  not  only  improves  our  environment,  but  allows 
local  governments  to  provide  for  the  needs  of  their  constituents  without  undue 
interference  by  the  federal  govenunent. 
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The  Endangered  Species  Act  (ESA),  passed  by  Congress  in  1973,  provides  for  the 
conservation  of  endangered  and  threatened  species  and  their  habitats. 

At  the  time  of  its  passage,  few  suspected  that  more  than  a  thousand  species  would  end  up 
being  listed  under  the  Act.  Moreover,  only  a  few  listed  species  have  recovered  to  the 
point  of  being  delisted.  Recovery  plans  required  under  the  Act  are  not  developed 
promptly.  Listed  species  often  require  significant  changes  in  local  and  regional  economic 
systems  which  may  take  years  to  effect.  These  facts  and  the  fact  that  many  additional 
species  may  be  listed  in  the  next  few  years,  indicate  that  the  Act  is  having  a  far  greater 
impact  than  originally  contemplated,  and  is  specifically  not  working  well  to  protect  listed 
species. 

The  ESA  is  currently  up  for  reauthorization  in  the  104th  Congress.  The  following 
position  points  are  items  that  ACWA  believes  should  be  addressed  during  the 
reauthorization  process.  The  following  position  points  are  listed  in  priority  order. 


WATER  RIGHTS  SHOULD  BE  RESPECTED 

•  The  ESA  should  clearly  state  that  it  does  not  supersede  compacts  and  decisions  of  the 
U.S.  Supreme  Court  in  allocating  water  among  states. 

•  The  ESA  should  clearly  state  that  where  water  is  needed  to  protect,  recover,  or 
maintain  listed  species,  federal  resource  agencies  should  follow  state  water  law  to 
obtain  it. 

•  Section  7  consultations  on  federal  water  projects  should  not  result  in  termination  of 
water  contracts  of  existing  contract  holders. 

•  First  priority  for  recovery  plans  and  critical  habitat  designations  should  be  for  plans 
that  use  land  owned  by  the  federal  government. 


ECOSYSTEMS  APPROACH  NEEDED 

•  Multi-species  habitat  conservation  planning  should  be  encouraged,  eliminating  the 
need  for  species-by-species  listing  and  mitigation  requirements  for  individual  species 
within  conservation  areas. 

•  Where  habitat  conservation  plans  are  approved  by  the  appropriate  federal  agency,  the 
approval  shall  constitute  an  incidental  take  permit  for  all  covered  species  listed  or 
unlisted.  On  a  subsequent  listing  of  an  unlisted  species,  the  only  action  which  the 
appropriate  federal  agency  may  take  is  to  ensure  compliance  with  the  plan. 
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UNFUNDED  MANDATES 

•  The  ES  A  should  appropriate  federal  ftinds  to  assist  the  development  of  cooperative 
management  agreements  with  state  and  local  governments  and  local  organizations. 

•  Where  Section  10  permitting  or  Section  7  consultation  interferes  with  existing  uses  of 
property  or  water  rights  or  require  dedication  of  land,  there  should  be  federal  cost 
sharing  with  local  governments  or  local  property  owners  affected. 


ECONOMIC  ANALYSIS 

•     The  economic  impacts,  including  compliance  costs,  of  listing  a  species  should  be 
determined  by  requiring  the  U.S.  Fish  and  Wildlife  Service  and  National  Marine 
Fisheries  Service  or  other  appropriate  federal  agencies  to  develop  an  economic  impact 
report  covering  the  entire  geographic  area  economically  affected  by  the  proposed 
listing,  the  recovery  plan  and  the  critical  habitat  decisions. 


GOOD  SCIENCE  AND  ADMINISTRATIVE  STREAMLINING 

•  Scientific  peer  review  by  a  nationally  recognized  scientific  organization,  such  as  the 
National  Academy  of  Sciences,  is  needed  at  every  phase  of  the  listing  process. 

•  The  recovery  process  should  be  better  defined,  with  clear  goals,  and  recovery  plans 
should  be  adopted  and  implemented  in  a  timely  manner.  When  the  goals  in  the 
recovery  plan  are  met,  the  species  should  be  delisted. 

•  Local  impacted  communities  need  to  be  brought  into  the  process  earlier  through  better 
use  of  public  notice  of  potential  listings  and  critical  habitat  designations.  Notices 
should  cover  the  entire  area  which  will  potentially  be  economically  impacted  by  the 
listing,  not  just  the  immediate  area  where  the  species  resides. 

•  Decisions  by  resources  agencies  on  what  constitutes  a  take  under  Section  9  and 
decisions  on  applications  for  incidental-take  permits  under  Section  10,  must  be  based 
on  sound,  supportable,  peer-reviewed  scientific  evidence. 

•  The  same  rules  and  guidelines  should  apply  to  listings  and  delistings. 

•  The  ESA  should  provide  equal  access  to  the  courts  for  persons  who  support  and 
persons  who  oppose  a  listing. 

•  The  ESA's  definitions  of  subspecies  or  geographic  range,  and  the  ESA's  listing 
criteria  should  avoid:  1 )  the  listing  of  plants  or  animals  where  there  is  not  clear 
scientific  evidence  of  their  subspecies  status,  and  2)  the  listing  of  species  whose 
numbers  are  limited  in  one  area,  but  flourish  in  another  geographic  area. 

•  The  ESA  should  codify  administrative  hearing  and  appeal  procedures  for  listing 
decisions,  recovery  plan  decisions,  designations  of  critical  habitat,  decisions  of  what 
constitutes  a  "take"  of  a  listed  species,  and  decisions  on  applications  for  incidental- 
take  permits. 
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GOOD  SCIENCE  AND  ADMINISTRATIVE  STREAMLINING  -  ConHnued 

•     To  avoid  duplication,  the  ESA  should  offer  and  encourage  delegation  to  states  able  to 
meet  established  Federal  guidelines.  Appropriate  Federal  agencies  should  be  directed 
to  establish  a  program  to  delegate  authority  to  such  states  and  to  issue  guidelines  by 
which  those  states  could  assume  authority,  o  To  establish  an  Endangered  Species  Act 
Advisory  Board  to  provide  independent  peer  review  of  a  listing  or  delisting  of  a 
species. 


ESA  Work  Group  -  4/1 5/96 
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California 
Water  Projects 
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Winter  Run  Chinook  Salmon 

In  1994  the  "take  limit"  was  905  smolts. 

One  fish  caught  at  fish  screens  "computes"  to  30  fish  counted  against  the  take  limit. 

10%  of  Winter  Run  smolts  were  hatchery  raised  and  tagged. 

During  1 993,  97  smolts  were  actually  caught  at  fish  screens. 

Of  these  97  smolts,  20  (21%)  had  clipped  adipose  fins  (hatchery  raised). 

Of  the  20,  1 9  had  tags  showing  they  were  fall-run;  one  was  missing  its  tag. 

This  one  was  assumed  to  be  a  winter  run  (even  though  it  had  a  clipped  fin)  and 
counted  against  the  take  limit. 

The  other  71  untagged  smolts  were  all  assumed  to  be  winter  run  and  counted 
against  the  take  limit 


Winler  Run  Chinook  Salinoa      Oncorkynchus  uhawytscka 
Federal  Threoened.  Califonua  Endingend. 


Il^W'  KERN  COUNTY 

JU1#    WATER  AGENCY 


4/17/95 
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Winter  Run  Chinook  Salmon 

Ocean  fisheries  "take"  25%  of  adult  population. 

Recreational  fishing  "takes"  3%  of  adult  population. 

Delta  export  projects  had  "take  limit"  of  one  percent  of  juvenile  population 
imposed,  or  0.02%  of  the  adult  population. 

Wildlife  agencies  use  a  complex  "formula"  to  compute  "take." 

Their  "formula"  allegedly  accounts  for  striped  bass  feeding  in  Clifton  Court 
forebay  and  other  factors. 

The  water  projects  are  held  responsible  for  fish  eating  fish! 

In  1994,  of  smolts  charged  as  "takes,"  none  were  proven  to  be  Winter  Run 
Salmon. 


Winter  Run  Chinook  Salmon      Oncorhynchia  Ishawyischa 
Federal  Threatened,  California  Endangered. 


r^W"  KERN  COUNTY 


WATER  AGENCY 

4/17/95 
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Delta  Smelt 


Populations  are  estimated  using  midwater  trawl  net  surveys. 


In  1994  a  pilot  study  compared  conventional  trawl  net  efficiency  with  Itodiak  net 
efficiency. 


Date 

09/22/94 
09/29/94 
10/20/94 


Conventional  Trawl  Gear 


Average 
Catch/Tow 

2.6 
0.6 
0.0 


Average 
Catch/1000  m  3 

0.2 

0.06 

0.0 


Kodiak  Trawl  Gear 


Average 
Catch/Tow 

415 
131 
8.4 


Average 
Catch/1000  m3 

54.1 
20.1 

1.4 


Wildlife  agencies  concluded  that  Kodiak  trawl  gear  was  not  suitable  for  population 
surveys  because  all  past  data  is  based  on  conventional  trawl  gear 


Delli  Smelt      Hypomesus  Iranspacificus 
Federal  Threatened. 


JM 


KERNCOUNTV 

WATER  AGENCY 

4/17/95 
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1991  Emergency  Ground  Water  Program 

KCWA  faced  an  emergency  water  supply  situation. 

A  plan  was  devised  to  extract  "banked"  water  by  constructing  1 9  new  wells  and 

using  other  existing  wells. 

A  CDFC  biologist  determined  that  the  1 991  emergency  program  posed  minimal 

risk  to  T&E  species. 

KCWA  spent  $28,000  for  wildlife  surveys  and  such,  and  NOT  ONE  THREATENED 

OR  ENDANGERED  SPECIES  WAS  FOUND. 

KCWA  obtained  an  approved  Biological  Assessment  &  Mitigation  Plan  for 

construction  of  19  new  wells. 

In  spite  of  this, 

Wildlife  agencies'  E5A  requirements  and  bureaucracy  resulted  in  a  three- 
month  delay  in  construction  of  new  wells. 

USF&WS  refused  to  allow  use  of  existing  wells,  even  though  an  approved 

plan  had  already  been  obtained  for  construction  of  the  1 9  new  v*«lls. 

KCWA  and  DWR  were  prevented  from  recovering  1 00,000  AF,  at  a  cost  to  KCWA 

of  $3  million. 


SaJoiquioKaDfafoolUl      Dipodemji  y/m^."'^^ 
Dji.  en/to. Fedtfil Eodatcicd. Qai«DiBfcBi^«erc*  Djx.wU«aMt,._ 
ftdenJ  Endinfetcd.  Criifomii  Specto  of  Sjiecttl  CoBcem:  O. «.  *»»vftM«u, 
CaBfamto  S|«kt  of  Special  Concern.  Cilifonin  Fully  Pniieeint 


r\rW  KERNCOUNTlf 

MMM    WATER  AGENCY 
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STATEMENT 

BEFORE  THE  COMMITTEE  ON  RESOURCES 

U.S.  HOUSE  OF  REPRESENTATIVES 

REGARDING 

REAUTHORIZATION  OF  THE  ENDANGERED  SPECIES  ACT 

Presented  in  Washington,  D.C. 
on 

April  17, 1996 

Presented  by  Supervisor  Sam  Sharp 

Imperial  County,  Califomia 

onl)ehalfofthe 

Southern  Califomia  Association  of  Governments  (SCAG) 


Good  moming,  Mr.  Chairman  and  honorable  members  of  Congress.  I  am 
Supervisor  Sam  Sharp  of  Imperial  County  in  Southem  Califomia.  I  am  here  on 
behalf  of  the  Southem  Califomia  Association  of  Govemments  (SCAG),  which  is 
the  Metropolitan  Planning  Organization  for  a  six-county  region  and  the  largest 
Council  of  Govemments  in  the  nation.  I  am  a  member  of  SCAG's  70-member 
Regional  Council  that  is  composed  of  County  Supervisors,  Mayors,  and  City 
Council  Members  from  the  counties  of  Los  Angeles,  Orange,  Riverside, 
Ventura,  San  Bemardino,  and  Imperial.  I  am  a  member  of  the  Energy  and 
Environment  Committee  and  I  also  represent  SCAG  as  an  appointee  to  the 
Govemor's  Committee  on  Biodiversity  and  the  Desert  Advisory  Council. 

The  Energy  and  Environment  Committee  has  devoted  a  great  deal  of  time  this 
past  year  reviewing  Endangered  Species  Act  (ESA)  Reauthorization  issues. 
Fifteen  million  residents  in  SCAG's  region  will  be  especially  affected  by  the 
manner  in  which  the  ESA  is  implemented.  Much  wori<  needs  to  be  done  to 
improve  the  framewori<  and  implementation  of  the  cun-ent  law.  In  the  existing 
ESA  legislation,  financing  mechanisms  are  inadequate  in  providing  \he 
necessary  funding  for  local  govemments  to  plan,  acquire,  manage,  and  monitor 
natural  habitat  areas. 
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Funding  requirements  have  fellen  upon  local  jurisdictions  and  land  owners. 
Federal  and  State  agencies  have  held  public  hearings  outside  of  the 
jurisdictions  where  new  and  potentially-threatened  and  endangered  species  are 
affected.  A  process  is  needed  for  local  governments  to  provide  input  regarding 
endangered  and  threatened  species  within  their  boundaries  There  is  a  need 
for  establishing  consistent,  clear  guidelines  and  standards  for  habitat 
conservation  and  recovery  plan  requirements  so  that  abuse  by  administrative 
discretion  is  prevented.  It  is  also  necessary  to  establish  a  process  by  which 
local  governments  are  able  to  incorporate  decisions  on  habitat  conservation 
into  the  general  planning  process  for  land  use.  regional  development,  housing 
and  public  facilities. 

The  costs  associated  with  species  protection  and  land  use  policies  must  be 
considered,  especially  witii  regard  to  Southern  California's  diverse  ecosystem. 
California  is  blessed  with  a  rich  biodiversity,  encompassing  1 1  biogeographic 
regions,  396  distinct  habitat  types  and  more  animal  and  plant  species  than  any 
other  State  (821  vertebrate  species  and  8,000  plant  species).  Many  of  these 
are  in  Southern  Califomia.  Under  the  Federal  ESA,  as  of  1993, 64  animals  and 
44  plants  found  in  Califomia  were  listed  as  threatened  or  endangered. 
Seventy-three  animals  and  213  plants  were  listed  as  threatened  or  endangered 
under  the  Califomia  ESA  or  Califomia  Native  Plant  Protection  Act  of  1977. 
Most  of  these  listings  were  due  to  the  result  of  habitat  losses. 

We  believe  that  a  comprehensive  multi-species  habitat  presentation  approach 
could  bring  about  measurable  economic  benefits  to  the  Southern  Califomia 
Region.  This  type  of  program  could  protect  the  region's  economy  against 
development  dismptions  that  would  otherwise  occur  due  to  planning  and 
funding  disputes.  Disruptions  could  result  in  lower  job  growth  and  resident 
incomes.  We  believe  in  the  systematic  evaluation  and  restoration  of  natural 
habitat  for  the  benefit  of  healthy  ecosystems,  rather  than  a  "species-by-species" 
approach.  A  multi-species  habitat  approach  would  encourage  holistic 
management  of  listed  species,  such  as  the  recent  attempt  to  identify  and 
manage  a  habitat  for  the  coastal  Califomia  gnatcatcher  and  other  sensitive 
species  residing  in  the  same  area.  This  concept  -  multi-species  habitat 
conservation  plans  for  sensitive  habitat  types  -  is  a  more  systematic, 
anticipatory  and  proactive  approach  to  coordinated  resource  management 
allowing  reasonable,  compatible  development  and  full  protection  of  the  species 
of  concern,  minimizing  future  conflict  with  the  need  for  regional  development 
and  providing  certainty  in  planning  to  developers  and  consen/ationists  alike. 


166 


-3- 


There  are  four  types  of  finandal  costs  associated  with  species  protection  and 
land-use  polides: 

1)  costs  for  infomiation  gathering  and  analysis  about  species  and 
habitats  or  ecosystems, 

2)  costs  for  the  acquisition  of  critical  habitats  or  ecosystems, 

3)  costs  for  restoring  habitats  or  ecosystems  and  rebuilding  populations 
of  threatened  species,  and 

4)  costs  for  monitoring,  evaluating,  and  taking  remedial  efforts,  when 
necessary. 

None  of  these  four  types  of  costs  are  funded  under  the  cun-ent  Endangered 
Speaes  Act.  The  Federal  ESA  and  most  State  Acts  push  the  costs  to  local 
governments,  private  land  owners,  and  project  proponents.  Local  funding 
programs  are  often  time-consuming  and  often  difficult  to  establish  -  particularty 
where  a  number  of  local  agencies  are  involved  -  regionwide.  If  the 
implementation  of  the  ESA  is  in  the  national  interest,  then  the  funding  should 
be  shared  equally  -  nationwide. 

Riverside  County  passed  a  $300  million  bond  issue  to  acquire  land  for  the 
Stephens'  Kangaroo  Rat.  The  County  had  anticipated  State  and  Federal 
funding  to  match  the  more  than  $120  million  raised  locally  through 
development  impact  fees  and  project  mitigation  measures.  Without  the 
matching  funds,  the  County's  effort  to  fomi  a  joint  powers  agency  to  implement 
a  preservation  plan  for  the  kangaroo  rat  was  hampered. 

In  Ventura  County,  as  a  direct  result  of  compliance  with  Federal  ESA 
mandates,  the  costs  of  a  local  municipal  flood  control  project  was  increased  by 
thousands  of  "hard  dollars"  spent  and  many  more  "soft  dollars"  lost  in  time 
delays.  In  Imperial  County,  with  unemployment  ranging  from  22.5  to  33.7 
percent,  there  are  not  enough  county  dollars  to  fund  basic  services  -  let  alone 
to  comply  with  ESA  requirements.  State  and  local  governments  simply  cannot 
afford  the  regulatory  mandates  imposed  upon  them  by  the  currently-enforced 
Federal  ESA. 
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Many  private  land  owners  are  reluctant  to  willingly  and  voluntarily  participate  in 
conservation  management  practices  that  would  encourage  the  proliferation  of 
threatened  or  endangered  species  on  their  land.  This  reluctance  stems  from 
the  concem  that  the  presence  of  a  listed  species  would  limit  the  options  for  their 
land  or  diminish  the  value  of  their  properly.  A  family  in  Riverside  County  had 
farmed  a  piece  of  ground  for  over  100  years.  They  had  practiced  established 
agricultural  recommendations  and  fanning  standards  for  crop  rotation  and 
fallowing.  An  incursion  of  kangaroo  rats  in  the  fallowed  area  precluded  their 
ability  to  continue  to  famrr  on  a  significant  portion  of  their  land. 

We  believe  tiiat  the  ESA  should  be  amended  to  provide  explicit  Congressional 
endorsement  of  agreements  tiiat  will  protect  land  owners  who  are  willing  to 
maintain  or  enhance  suitable  habitat  property  for  threatened  or  endangered 
species.  To  be  attractive  to  the  land  owner,  the  agreement  must  be  voluntary, 
exempt  tiie  land  owner  from  future  land  use  restrictions  that  might  otherwise  be 
incun-ed  by  a  species  moving  into  the  habitat,  and  allow  the  land  owner 
appropriate  conti-ol  over  the  management  of  the  land.  If  land  owners  could 
have  some  assurance  tiiat  a  "fa/ce  of  habitaf  would  not  lead  to  prosecution 
under  the  Endangered  Species  Act,  they  would  be  more  willing  to  participate  in 
activities  to  preserve  habitat. 

Witiiout  secure  rights  to  private  property,  land  owners  who  wish  to  derive 
economic  value  from  their  land  will  have  very  littie,  if  any,  incentive  to  engage  in 
land-use  practices  that  will  be  beneficial  to  threatened  and  endangered  species 
since  cun-entiy  such  species  represent  an  economic  liability  that  devalues 
property.  The  result  is  tiiat  the  minority  of  Americans  with  endangered  species 
on  their  land  are  forced  to  bear  all  the  costs  of  providing  habitat.  Just  as 
compensation  is  paid  for  the  public  good  such  as  for  highways,  public  partes, 
military  bases,  and  others,  tiie  U.S.  Fish  and  Wildlife  Service  should  also 
compensate  private  property  owners  when  the  protection  of  threatened  or 
endangered  species  devalues  tiieir  property. 

Approximately  65  percent  of  the  land  in  Soutiiem  California  is  publicly  owned 
and  administered  by  agencies  of  local,  State,  and  Federal  govemments, 
including  the  Bureau  of  Land  Management,  the  U.S.  Forest  Service,  the 
Department  of  Defense,  the  National  Parte  Service,  State  Lands  Commission, 
and  State  Paries  and  Recreation.  All  govemments  should  maximize  the  use  of 
public  lands  for  the  conservation  of  threatened  and  endangered  species.  The 
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use  of  public  lands  should  be  the  first  priority  for  the  purposes  of  meeting  the 
habitat  conservation  needs  of  the  Endangered  Species  Act. 

Current  legislative  efforts  will  not  preclude  the  need  for  developing  a  funding 
framewori^.  The  aeation  of  a  Federal  funding  framework  is  the  most  critical 
element:  1)  in  re-establishing  the  balance  of  biodiversity,  2)  for  reconciling 
concerns  regarding  economic  development  and  the  protection  of  individual 
property  rights,  and  3)  for  removing  the  burden  of  funding  and  implementation 
from  local  governments.  Not  only  is  the  funding  critical,  but  streamlining  the 
implementation  is  essential  to  local  governments.  Delays  and  added  project 
costs  caused  by  compliance  with  Federal  ESA  mandates  waste  scarce  local 
government  dollars.  High  costs  to  developers  also  negatively  affect  local 
governments  in  their  efforts  toward  economic  development  and  additional 
revenue  generation. 

The  benefits  of  reducing  regulatory  burdens  are  clear  The  empowerment, 
enhancement  and  creativity  of  the  regional  planning  process  in  Southerri 
California  can  enhance  the  survival  of  endangered  species;  increasing 
competitiveness  for  economic  growth;  and  honoring  both  the  need  to  conserve 
our  nation's  biodiversity  and  to  appreciate  the  freedoms  associated  with  private 
land  ownership.  Reauthorization  of  the  federal  Endangered  Species  Act  must 
reduce  administrative,  economic,  and  regulatory  burdens  on  local  governments 
and  provide  funding  to  conserve  threatened  and  endangered  species. 


Attachment 

ESA  Reauthorization  Policies 

[Adopted  by  the  Regional  Council,  September,  1995] 
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Endangered  Species  Act  (ESA)  Reauthorization  Policies 

In  1995,  the  Southern  California  Association  of  Governments  adopted  policies  to  ensure 
that  Congress  reauthorizes  the  Endangered  Species  Act  to  endorse  the  following 
principles: 

Habitat-Based  Conservation  Planning.  Provide  for  comprehensive 
habitat-based  conservation  plans  v^ereby  landowners,  local  governments,  and 
others  can  be  ensured:  1)  that  land-use  activities  will  not  be  disnjpted,  and  2)  that 
additional  conservation  actions  will  not  be  required  regardless  of  subsequent 
species  listings. 

Listing/Delistina  with  Biological  Data  Require  that  proposals  for  listing 
or  subsequent  delisting  of  species  as  endangered  or  threatened  be  supported  by 
specific  types  of  biological  data  meeting  significant  scientific  standards,  taking  into 
consideration  local  conditions  and  whether  the  recovery  of  a  species  is  possible  or 
feasible. 

Delist  on  Pre-Determined  Criteria.  Promptly  delist  endangered  or 
threatened  species  on  pre-determined  aiteria  or  if  recovery  is  found  to  be 
impossible  based  on  significant  standards/biological  data. 

A  Clear  Definition  of  Species.  Provide  a  definition  of  'species'  which 
ensures  that:  1)  species  are  taxonomically  distinct,  and  2)  protection  is  not  afforded 
to  individual  population  segments  of  species  whose  overall  population  is  not 
considered  at-risk. 

A  Modified  Definition  of  "Take  of  Habitat".  Modify- the  definition  of  "falre 
of  habitat':  1)  to  apply  to  affirmative  attempts  to  injure,  harm  or  kill  a  listed  species 
directly,  and  2)  to  exclude  destmction  or  adverse  modifications  to  wildlife  habitat  as 
determined  by  a  qualified  biologist,  according  to  pre-detenmined  criteria,  to  be 
unsuitable  for  occupation  by  a  listed  species  regardless  of  season. 

Categorical  Exemptions  for  Routine  Maintenance.  Provide 
categorical  exemptions  for  routine  maintenance  and  emergency  repair  of  public 
facilities,  infrastructure,  and  agri-farming  practices  that  have  enhanced  endangered 
or  threatened  species. 

Project  Exemptions.  Provide  an  exemption  for  projects  crucial  to  public  health 
and  safety. 

Process  and  Review  Plans.  Require  processing  and  review  of  permit 
applications,  habitat  conservation  plans,  and  Section  7  consultations  to  be 
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subject  to  specific  dates  of  completion  and  deemed  approved  if  not  completed  as 
required. 

Evaluation  of  Economic  and  Social  Impacts,  in  addition  to  biological 
data,  require  an  analysis  of  the  economic  impacts  and  social  impacts  of  a  species 
listing  based  on  established  criteria  detailing  the  total  costs  and  funding. 

Local  Government  Funding.  Require  federal  and  state  agencies  mandating 
habitat  plans  should  be  required  to  fully  fund  local  governments  for  the  costs  of  said 
plans  prior  to  development  and  implementation. 

Consultation  with  Affected  Jurisdictions  Require  consultation  with 
affected  local  jurisdictions  at  least  60  days  prior  to  a  notice  of  a  proposed  listing 
appearing  in  the  Federal  Register. 

Public  Hearings  in  Affected  Areas  No  action  under  the  ESA  shall  be 
implemented  without  full  public  hearings  within  the  jurisdictional  area  and 
opportunity  for  full  participation/review  by  the  local  government  affected. 

No  Acguisition  of  Private  Property  No  acquisition  of  private  property  shall 
occur  for  endangered  species  habitats,  due  to  the  implementation  of  State  and 
Federal  Endangered  Species  Acts,  without  just  compensation,  taking  into 
consideration  the  value  immediately  prior  to  notice  of  proposed  acquisition  or 
restriction.  Payment  shall  be  made  at  the  time  of  acquisition  or  restriction  or  transfer 
of  deed. 

Consolidate  Aoencv  Efforts  Consolidate  the  efforts  of  all  federal  and  state 
agencies  dealing  with  endangered  species  to  eliminate  duplication,  so  that  private 
properties  are  not  subject  to  double  jeopardy. 

Maximize  Use  of  Public  Lands.  All  governments  should  maximize  use  of 
public  lands  for  conservation  of  threatened  and  endangered  species.  The  use  of 
public  lands  should  be  the  first  priority  for  the  purposes  of  meeting  the  habitat  and 
conservation  needs  of  the  ESA. 

Adeguate  Funding  for  Local  Govemment-Reouired  Plans     Any 

local  government  independently  mandating  an  endangered  species  plan  not 
required  by  federal  or  state  government  or  any  other  governmental  agency,  shall 
have  the  responsibility  for  identifying  adequate  funding  for  the  plan. 
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Ctear  Guidelines  and  Standards.  Clear  guidelines  and  standards  for  the 
type  and  extent  of  biological  and  other  information  required  for  habitat  conservation 
plans,  recovery  plans,  and  the  like,  must  be  established  to  avoid  unvi^rranted 
pressure  from  mandating  agericy  staff.  There  should  be  no  "moving  targets";  criteria 
should  be  established  up  front  in  the  process  to  ensure  no  abuse  of  administrative 
discretion  occurs. 

Congressional  Funding.  Congress  shall  provide  adequate  funding  for  the 
implementation  of  the  ESA. 
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United  States  Department  of  the  Interior 


OmCE  OF  THE  SECRETARY 
Washington,  D.C.  20240 


9661  I  -  ydV 


Honorable  Don  Young 
Chairman,  Committee  on  Resources 
House  of  Representatives 
Washington,  D.C.  205  IS 

Dear  Mr.  Chairman: 

Thank  you  for  your  February  5,  1996,  letter  to  Secretary  Babbitt  regarding  costs 
associated  with  implementing  the  Endangered  Species  Act.  We  appreciate  the 
opportunity  to  respond  to  your  inquiry. 

Last  October,  the  Fish  and  Wildlife  Service  published  the  1994  Report  to  Congress 
on  Its  Endangered  and  Threatened  Species  Recovery  Program.   In  conjunction  with 
releasmg  that  report,  the  Service  developed  summary  figures  for  implementing  the 
program.   For  Fiscal  Year  1995,  Service  appropriations  to  carry  out  programs  for  the 
recovery  of  listed  species  were  $39.7  million.  Using  an  estimate  of  250  million 
people  for  the  population  of  the  United  States,  the  recovery  budget  was  about  16 
cents  per  person  that  year. 

Appropriations  for  the  Service's  Recovery  Program  for  Fiscal  Years  1989-95  were 
$142,254,000.   If  this  figure  is  divided  by  7  (the  number  of  years  in  the  time  period) 
and  then  subsequently  divided  by  the  population  number,  the  resulting  figure 
indicates  that  the  Service  received  about  8  cents  per  person  per  year  to  fund  its 
recovery  program.   These  calculations  were  based  solely  upon  appropriations  to  the 
Service.   We  are  enclosing  copies  of  pages  fi-om  the  documents  used  to  develop  these 
figures. 

You  also  asked  about  the  amounts  that  Interior  Department  agencies  have  spent  on 
implementation,  enforcement,  compliance  or  any  other  Act  activities  required  or 
mandated  for  the  last  5  years.   The  figures  you  requested  for  Fiscal  Years  1991,  1992, 
and  1993  can  be  found  in  the  enclosed  Federal  and  State  Endangered  Species  ' 
Expenditures  Reports,  copies  of  which  were  provided  to  Congress  under  section  18  of 
the  Endangered  Species  Act  of  1973,  as  amended  in  1988  (Public  Law  100-478).  The 
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Service  is  completing  the  Fiscal  Year  1994  Expenditures  Report  and  has  initiated  the 
data  solicitation  for  Fiscal  Year  1995.  When  these  reports  are  printed,  we  will 
provide  the  Resources  Committee  with  copies. 

Based  on  the  published  Federal  and  State  Endangered  Species  Expenditure  Reports 
for  Fiscal  Years  1989-1993,  which  identify  expenditures  that  are  reasonably 
identifiable  for  the  conservation  of  threatened  and  endangered  species  by  Federal 
and  State  agencies,  about  $861,784,000  was  expended  during  the  5-year  period.  This 
means  that  approximately  69  cents  was  spent  per  person  annually  for  the  conservation 
of  listed  species. 

Regarding  your  request  for  the  Department's  projected  funding  needs  for 
implementing  the  Act  in  Fiscal  Year  1997,  that  information  is  contained  in  the  Fish 
and  Wildlife  Service's  proposed  FY  1997  Budget  Justification,  a  copy  of  which  has 
been  provided  to  your  Committee. 

Again,  thank  you  for  your  interest.  If  you  have  further  questions,  please  let  us  know. 

Sincerely, 


leorge  T.  Frampton,  Jr. 


George  T.  Frampton,  Jr 
Assistant  Secretary  for  Fish 
and  Wildlife  and  Parks 
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ExttmOrt  SmmmMry 

Purpote:  Secdoo  18  of  the  Endangered  Species  Act  (Act)  of  1973  requires  the  Secretary  of  the 
Interior  (working  through  the  Fish  and  WiUMt  Service)  to  annually  Tsport  certain  eipendi- 
tures  for  the  conservation  of  threatened  and  endangered  spedes.  This  report  presents  the 
reported  expenditures  for  Fiscal  Year  1993. 

Background:  Only  those  eaqieaditures  that  are  reasonabty  idmrifiable  for  a  listed  spedes  are  to  be 
reported.  All  Federal  agraries  and  those  States  reoeving  Section  6  grant-m-aid  funds 
pursuant  to  the  Act  are  asked  to  report.  The  first  r^ort  for  Fiscal  Year  1969  reported 
cipcntriKniM  totaling  oore  than  $43  Billion  for  the  cooservatiaB  of  347  (63%)  of  SS4 
tftau  listed  as  threatened  and  endangered  as  of  Sqitember  30, 1969.  The  1990  report 
tabiilatfid  eaipenditnres  totaling  nere  than  $102  rniUkn  for  477  (81%)  of  the  591  listed 
specks.  T^  1991  espeaditures  totaled  ahnost  $177  millioo  for  570  (89%)  of  the  639 
threateaed  and  endangered  spraes,  and  nppndirures  totaling  $291410,910  were  reported 
for  679  (93%)  of  the  728  threatened  and  endangered  species  in  1992.  Since  only  a  few 
foreigD  species  are  receiving  expenditures  from  U.S.  governmental  agencies,  these  annual 
repcrta  are  restricted  to  a  discussiaa  concenung  listed  VS.  spetist. 


Results:  EipfiMfitniw  tctaHi^  $233, 090J7D  ($42329,000  for  hnd  acquisitioo-Table  3,  $190,761,270 

all  other  eipeMStnres-Table  1)  are  reported  here  for  750  (93%)  of  the  809  threatened  and 
endangered  species  listed  in  the  United  States.  °  F.ipendilnres  are  identified  by  species  and 
reported  sepvateiy  for  the  Fish  and  Wildlife  Service  (Service),  the  States,  and  m  aggregate 
for  all  other  reporting  Federal ; 


The  Serviee  and  18  othCT  Federal  igendes  idcatifigid  eipeaditures  for  the  conservation  of 
individual  threatened  and  endangered  species.  T««  other  agencies  responded  that  their 
apea&aru  w»e  not  reasonably  idrntifiaWr  to  species.  Responses  from  ail  Federal 
aggfica  are  induded  a  Appendii  L  The  median  total  aoa-acquisitian  expenditure  was 
appmtamatf  Jy  $13,000  (maiimnm  of  $1&52  milBoo)  per  species  receivii^  at  least  $100.  Ten 
species  (L2  %)  accounted, for  49.6  percent  of  aU  espendkaree  for  which  amounts  were 
reported. 

A  good  faith  effort  was  made  to  develop  spedes-by-species  expenditures  for  thii  report 
However,  the  information  pretented  still  does  not  reflect  the  total  national  effort  toward 
threateaed  and  endangered  spedet  cooservatioa  and  contimifa  to  present  an  incomplete 
funding  picture.  A  lignifVrant  portion  of  threateaed  and  endangered  spedes  cooservatioa 
activities  incfaides  law  enforcement,  ooosuhatioii,  recovery  coordination  and  other  actions 
that  are  not  easily  or  reasonably  ideotified  to  spedes.  Accounting  procedures  by  all 
agendes  for  most  staff  sateri^  opermlioas,  maistenascs  and  other  support  tsrvices  are  not 
recorded  to  spedes.  Also  siot  reported  hen  ere  the  esensive  efforts  of  the  private  sector, 
many  groups,  iadividuais,  corporaiions,  and  ethers  have  contributed  a  considerable  amount 
of  resources  and  volunteer  time  towards  listed  spsdes. 

This  report  tabulates  expenditures  that  are  five  times  the  FY  1969  expenditures  (S43  mil- 
lion), more  than  double  the  S102  millioQ  of  1990,  a  oneHhird  increase  over  the  $177  million 
amount  m  1991,  and  a  reduction  of  20  percent  &om  1992  (S29U  million).  The  Fish  and 
Wildlife  Service  estimates  that  the  bulk  of  these  changes  art  from  better  reporting  by  the 
State  and  Federal  agendes,  with  particular  increased  emphasis  on  habitat  acquisitions  for 
listed  species  in  the  past  several  years. 
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ExccntiTC  Smninarjr 

Purpose:  Section  18  of  the  Endangered  Species  Act  (Act)  of  1973  requires  tbe  Secretaiy  of  the 

Interior  (working  through  the  Fish  and  Wildlife  Service)  to  annually  repon  certain 
expenditures  for  the  conservation  of  threatened  and  endangered  species.  This  report 
presents  the  reported  expenditures  for  Fiscal  Year  1992. 

Backgnnmd:  Only  those  expenditures  that  are  reasonably  identi^able  for  a  spedn  are  to  be 

reported.  All  Federal  agenda  and  those  Suia  receivisg  Section  6  gr&u-in-aid  fumb 
pursuant  to  the  Ao  are  asked  ts  rs^rt.  Tbs  first  rq»it  for  Fiscal  Yeir  !989r^»fted 
eqxoditures  totaling  ewr  than  $43  tsaOioa  for  the  conservatioQ  of  347  (63%)  of  554 
species  listed  as  threatened  and  endangered  as  of  Septeaber  30, 1989.  The  199Q  report 
tahtilatfri  expoditure*  totaling  more  than  $102millioafor477(81%)  of  the  59lspede» 
listed  u  of  September  30.1990.  Tlie  1991  expenditures  totaled  aliasst  S177  million  for 
570  (89%)  of  the  639  threatened  aiKt  etidsagered  species.  Since  ociy  a  fiew  foreign 
species  are  receiviag  expenditures  from  U.S.  govennaeatal  ageacies.  these  annual 
repoitt  are  largely  restricted  to  a  discussion  csneeimng  listed  U.S.  qiecies. 

Results:  Expenditures   totaling  S291410.910are  reported   here  for  679  (93%)  of  the  728 

threatened  and  endangered  speau  (TMt  1).  Expenditures  are  "<*^fiH  by  species 
and  rqwrted  sepnsely  for  the  Fish  and  Wildlife  Service  (Service),  the  &xa,  aad  in 
aggregate  for  all  other  rqtoiting  Federal  agendn. 

The  Service  and  15  other  Federal  agencia  vimtiflwl  espcDdimics  for  the  cooservxion 
of  individual  threatened  and  endangered  ^lecies.  Another  &ree  ageacies  responded 
that  their  expeodisires  were  not  reasonably  identifiable  to  species.  Reqwoaes  from  all 
Federal  agojdss  are  included  ia  ^ipendix  I.  The  medisn  expenditure  was  S16.000 
(maximum  of  S73.579imllion)  per  species  reoeivisg  at  least  S1(X).  Five  tpedet  (0.7  %) 
accounted  for  S0.5perceu  of  idl  expenditures  for  which  amounts  were  rqxnted  (Table 
2).  The  number  of  species  receiving  half  of  eadi  year's  rqwrted  expeoditures  has 
declined  in  each  of  the  4  reporting  years. 

A  good  futh  effon  was  again  made  to  devdop  spedes-by-qMcies  expeoditures  for  this 
rqxxt.  However,  the  information  presented  still  does  not  reflect  the  total  national 
effort  toward  threatened  and  endangered  species  conservation  and  continues  to  present 
an  inootnplete  funding  picture.  A  significam  portion  of  threatened  and  eadngered 
species  conservation  activities  includes  law  cnforcemem.  consultatioii.  recovery 
coordination  and  other  actioiu  that  are  not  easily  or  reasonably  idmtifird  to  species. 
Accounting  procedures  by  all  agencies  for  most  staff  salaries,  operatiaos.  maimenanBe 
and  other  suppon  services  are  i»t  recorded  to  species.  Also  not  reported  here  are  die 
extensive  effons  of  the  priva»  sector;  jnany  groups,  individuals,  corporatioiu.  and 
oiben  have  contributed  a  considerable  amouu  of  resources  and  volunteer  time  towards 
listed  species. 

This  repoit  tabulates  seven  times  the  expenditures  (S43  million)  as  the  report  for  FY 
1989.  nearly  triple  the  S102  million  of  1990.  and  a  65  percent  increase  over  tbe  1991 
amount.  Tbe  Fish  and  Wildlife  Service  estimate  thai  the  bulk  of  these  increases  are 
from  better  reporting  by  the  State  and  Federal  agencies,  with  particular  increased 
emphasis  on  habitat  acquisitions  for  listed  species  in  the  past  2  yean. 
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Executive  Sunmary 

Purpose:  Section  18  of  the  Endangered  Species  Act  (Act)  of  1973  requires 
the  Secretary  of  the  Interior  (working  through  the  Fish  and 
Wildlife  Service)  to  annually  report  certain  expenditures  for 
the  conservation  of  threatened  and  endangered  species.  This 
report  presents  these  expenditures  for  Fiscal  Year  1991. 

Background:  Only  those  expenditures  that  are  reasonably  Identifiable  for 
a  species  are  to  be  reported.  All  Federal  agencies  and  those 
States  receiving  Section  6  grant-in-aid  funds  pursuant  to  the 
Act  are  to  report.  The  first  report  for  Fiscal  Year  1989 
reported  expenditures  totaling  more  than  $43  million  for  the 
conservation  of  347  (63%)  of  554  species  listed  as  threatened 
and  endangered  as  of  September  30,  1989.  The  next  report 
tabulated  expenditures  totaling  more  than  $102  million  for  477 
(81X)  of  the  591  species  listed  as  of  September  30,  1990. 
Since  only  a  few  foreign  species  are  receiving  expenditures 
from  U.S.  governmental  agencies,  these  annual  reports  are 
largely  restricted  to  a  discussion  concerning  listed  U.S. 
species. 

Results:  Expenditures  totaling  almost  $177  million  are  reported  here  for 
570  (89X)  of  the  639  threatened  and  endangered  species  (Table 
1).  Expenditures  are  Identified  by  species  and  reported  sepa- 
rately for  the  Fish  and  Wildlife  Service  (Service),  the  States, 
and  In  aggregate  for  all  other  reporting  Federal  agencies. 

The  Service  and  10  other  Federal  agencies  Identified  expendi- 
tures for  the  conservation  of  Individual  threatened  and  endan- 
gered species.  Another  five  agencies  responded  that  their 
expenditures  were  not  reasonably  Identifiable  to  species. 
Responses  from  all  Federal  agencies  are  Included  In  Appendix  1. 
The  Median  expenditure  was  $12,200  (maximum  of  $24,651  million) 
per  species  receiving  at  least  $100.  Seven  species  (1.1  %) 
accounted  for  51.5  percent  of  all  expenditures  for  which 
amounts  were  reported  (Table  2).  The  number  of  species  receiv- 
ing half  of  each  year's  reported  expenditures  has  declined  In 
each  of  the  three  reporting  years. 

A  good  faith  effort  was  made  to  develop  species  by  species 
expenditures  for  this  report.  However,  the  information  pre- 
sented still  does  not  reflect  the  total  National  effort  toward 
threatened  and  endangered  species  conservation  and  continues  to 
present  an  incomplete  funding  picture.  A  significant  portion 
of  threatened  and  endangered  species  conservation  activities 
Includes  law  enforcement,  consultation,  recovery  coordination 
and  other  actions  that  are  not  easily  or  reasonably  identified 
to  species.  Accounting  procedures  by  all  agencies  for  most 
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Executive  Sumury 

Purpose:  Section  18  of  the  Endangered  Species  Act  (Act)  of  1973  requires 
the  Secretary  of  the  Interior  (working  through  the  Fish  and 
Wildlife  Service)  to  annually  report  certain  expenditures  for 
the  conservation  of  threatened  and  endangered  species.  This 
report  presents  these  expenditures  for  Fiscal  Year  1990. 

Background:  Only  those  expenditures  that  are  reasonably  identifiable  for 
a  species  are  to  be  reported.  All  Federal  agencies  and  those 
States  receiving  Section  6  grant-in-aid  funds  pursuant  to  the 
Act  are  to  report.  The  first  report  for  Fiscal  Year  1989  reported 
expenditures  totaling  more  than  $43  million  for  the  conservation 
of  347  of  554  species  listed  as  threatened  and  endangered  as  of 
September  30,  1989.  Since  only  a  few  foreign  species  are 
receiving  expenditures  from  U.S.  governmental  agencies,  these 
reports  are  largely  restricted  to  a  discussion  concerning  listed 
U.S.  species. 

Results:  Expend ftures  totaling  more  than  $102  million  are  reported  here 
for  477  of  the  591  threatened  and  endangered  species  (Table  1). 
Expenditures  are  identified  by  species  and  reported  separately 
for  the  Fish  and  Wildlife  Service  (Service),  the  States,  and  in 
aggregate  for  all  other  reporting  Federal  agencies. 

The  Service  and  12  other  Federal  agencies  Identified  expenditures 
for  the  conservation  of  Individual  threatened  and  endangered 
species.  Another  five  agencies  responded  that  their  expenditures 
were  not  reasonably  Identifiable  to  species.  Responses  from  all 
reporting  Federal  agencies  are  Included  in  Appendix  1.  Expendi- 
tures were  reported  for  approximately  80  percent  of  all  United 
States  listed  species  with  a  median  expenditure  of  $13,150  (range 
of  $100  to  $9.7  million)  per  species.  Half  of  all  expenditures 
were  made  on  approximately  2.1  percent  of  those  477  species  for 
which  expenditures  were  reported  (Table  2).  This  result  is 
slightly  lower  than  the  3  percent  of  the  species  reported  for  FY 
1989  that  received  half  of  those  species  with  reported  expendi- 
tures . 

A  good  faith  effort  was  made  to  develop  species  by  species 
expenditures  for  this  report.  However,  the  information  presented 
still  does  not  reflect  the  total  National  effort  toward  threatened 
and  endangered  species  conservation  and  continues  to  present  an 
incomplete  funding  picture.  A  Significant  portion  of  threatened 
and  endangered  species  conservation  activities  includes  law 
enforcement,  consultation,  recovery  coordination  and  other  actions 
that  are  not  easily  or  reasonably  identified  by  species. 
Accounting  procedures  by  all  agencies  for  most  staff  salaries, 
operations,  maintenance  and  other  support  services  are  not  re- 
corded by  species.  Also  not  reported  here  are  the  extensive 
efforts  of  the  private  sector;  many  groups,  individuals,  corpor- 
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Summary 


Purpose:  Section  18  of  the  Endangered  Species  Act 

(Act)  of  1973  requires  annual  reporting 
of  certain  expenditures  for  the  conserva- 
tion of  threatened  and  endangered  species. 
This  report  presents  these  expenditures 
for  Fiscal  Year  1989.  _ 


Background:     Section  18  of  the  Act  was  amended  on 

October  7,   1988.  by  Public  Law  100-470  to 
require  the  Secretary  of  the  Interior 
{working  through  the  Fish  and  Wildlife 
Service)  to  report  to  the  Congress  annually 
on  certain  expenditures  for  the  conserva- 
tion of  threatened  and  endangered  species. 
Only  those  expenditures  that  are  reasonably 
identifiable  for  a  species  are  to  be 
reported.     All  Federal  agencies  and  those 
States  receiving  Section  6  grant-in-aid 
funds  pursuant  to  the  Act  (States)  are 
required  to  report.    No  such  reporting 
requirements  were  included  in  the  Act 
prior  to  this  amendment. 


Results:  Expenditures  totaling  more  than  $43M  are 

reported  here  for  the  conservation  of  347 
threatened  and  endangered  species  (Table  l). 
Expenditures  are  identified  by  species 
and  reported  separately  for  the  Service 
,   and  in  aggregate  for  all  other  Federal 
agencies  reporting  and  the  States.     The 
International  Association  of  Fish  and 
Wildlife  Agencies  assisted  the  Service  by 
compiling  the  data  on  total  States  expendi- 
tures by  species. 
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DEPARTMENT  OF  THE  ARMY 

U.S.  Army  Corps  of  En9ine«rt 
WASHINGTON.  O.C.    20314-1000 


2  2  APR  1936 


Policy  Review  and  Analysis  Division 
Legislative  Initiatives  Branch 


Honorable  Don  Young 

Chairman 

Committee  on  Resources 

House  of  Representatives 

Washington,  D.C.   20515 

Dear  Mr.  Chairman: 

I  am  responding  to  questions  posed  by  several  members  of 
your  Committee  during  the  April  17,  1996,  hearing  on  the 
implementation  and  administration  of  the  Endangered  Species  Act 
(the  Act).   The  questions  involved  U.S.  Army  Corps  of  Engineers 
appropriated  expenditures  for  Pacific  salmon  in  the  Columbia  and 
Snake  Rivers  in  Washington,  Oregon  and  Idaho.   Specifically,  have 
Corps  and  Bonneville  Power  Administration  (BPA)  expenditures  been 
"double  reported"  to  your  Committee  and  what  percent  and  amounts 
of  the  Corps  annual  expenditures  are  repaid  to  the  Treasury  by 
power  users  through  the  BPA? 

We  have  consulted  with  BPA  staff  and  I  can  report  that  there 
are  no  "double  reported"  figures  provided  to  your  Committee.  BPA 
did  not  include  any  Corps  expenditures  or  requests  for 
appropriations  in  their  report  to  the  Committee.   With  regard  to 
Corps  annual  expenditures  repaid  to  the  Treasury  by  power  users, 
allocations  vary  on  a  project-by-project  basis.   On  average, 
however,  the  repayment  by  power  users  for  Corps  projects  on  the 
Columbia  and  Snake  Rivers  is  80  percent. 

In  dollar  terms,  we  estimate  the  following  repayments  were 
made:   Fiscal  Year  1992:   $10.4  million;  Fiscal  Year  1993:   $17.2 
million;  Fiscal  Year  1994:   $32.6  million;  Fiscal  Year  1995:   $64 
million.   Given  our  projections  for  salmon  expenditures  in  Fiscal 
Years  1996  and  1997,  we  expect  the  repayment  to  be  approximately 
$72  million  and  $84  million,  respectively. 

It  is  important  to  note  that  previous  reports  to  your 
Committee  and  the  Corps  annual  response  to  the  Department  of  the 
Interior,  have  not  reflected  these  repayments.   This  is  due  to 
our  need  to  communicate  budgets  and  expenditures  necessary  to 
comply  with  the  Act  as  a  function  of  our  mission  execution. 
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I  appreciate  the  opportunity  to  provide  this  information  and 
would  be  glad  to  respond  to  any  additional  inquiries. 

Sincerely, 


Stanley  G.   crenec 

Major ''General,    U.S.    Army 

Director  of  Civil  Works 


Copies  Furnished: 

Members  of  the  House  Committee  on  Resources 

Assistant  Secretary  of  the  Army  (Civil  Works) 
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DEPARTMENT  OF  THE  ARMY 

U.S.  Army  Corps  of  Engineers 
WASHINGTON.  D.C.   20314-1000 


89  APR  1996 


Policy  Review  and  Analysis  Division 
Legislative  Initiatives  Branch 


Honorable  Helen  Chenoweth 
House  of  Representatives 
Washington,  D.C.   20515 

Dear  Mrs.  Chenoweth: 

During  the  April  17,  1996,  Committee  on  Resources  hearing  on 
the  implementation  and  administration  of  the  Endangered  Species 
Act,  you  suggested  that  the  U.S.  Army  Corps  of  Engineers  Civil 
Works  appropriations  for  Fiscal  Year  1995  was  192  million 
dollars.   I  noted  my  concern  regarding  the  accuracy  of  that 
figure  and  indicated  an  interest  in  providing  you  with  current 
budgetary  information. 

1  have  enclosed  a  chart  reflecting  the  Corps  Civil  Works 
appropriations  from  Fiscal  Year  1967  through  Fiscal  Year  1997 
projections.   I  can  report  that  the  Corps  Civil  Works 
appropriations  for  Fiscal  Year  1995  was  slightly  more  than 
3.3  billion  dollars. 

I  appreciate  the  opportunity  to  provide  this  information  and 
would  be  glad  to  respond  to  any  additional  inquiries. 

Sincerely, 


Stanley  G.  Genec 

Major 'General,  U.S.  Army 

Director  of  Civil  Works 


Enclosure 


Copy  Furnished: 

Assistant  Secretary  of  the  Army  (Civil  Works) 


24-936  96-7 
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Agil<altanlCndilAftofIM7,PX.l«>-233.  Sec- 
Hon  616  muihoriscs  the  ScdcOiy  of  th*  Depaitmcnl 
of  Aplcultiifv  to  Irafttler  bnds,  or  Inlcrett  thcreiiv 
to  FMknl  or  SM»  agendc*  for  ajracrvation  pur- 
po<tt.  In  fuponw  to  iMs  aulhocliy«  llic  Ftoh  Mid 
WOdlife  Service  Kncns  kivcntoiy  lai^  to  dcMr- 
mine  tvhen  (udi  lamb  would  be  of  benefll  to  the 
NellonidVVUdlifeRcAigeSystemanliMtolnnsfer 
lecoBuneiMMiDom  wtieie  appiiyileifc 

•  Aulhoiixalionof  AppraiMlaiion*:  N/A 

Alrbomt  Hnnllns  Act  1<  U-S.C  742H  Section  13 
of  the  Hsh  and  WildUfe  Act  of  1956  is  commonly 
refemd  to  a«  the  Airborne  Huntir^  Act  or  Shootii^ 
Aom  Aireiaft  Act  and  prohibits  tiUng  or  harascii^ 
wildlife  from  aircraft  except  when  protecting  wild- 
life, Uvestock,  and  human  health  or  safety  as  autho- 
ii»d  by  a  federal- or  slate-issued  license  or  permit 

•  Authorization  of  Appropriations:  N/A 

Alaska  National  Intertst  Lands  Conscrratf  on  Act 
of  19M,  16  VS.C  410hb-3233, 43  U3£.  160M7S4. 
Provides  for  ttte  designation  and  conservation  of 
certain  public  lands  in  Alaska,  indudii^  dcsigna- 
Uon  of  uniisof  the  National  Wikllife  Refuge  System, 
and  provides  for  the  con  tinuing  subsistence  needs  of 
ttie  Alaska  Nath^cs. 

•  Authorization  of  Appropriations:  N/A 

Alaska  Native  Qalms  Settlement  Act  «3  U^C 
1601-1624.  Requites  the  Secretary  of  the  Interior  to 
withdraw  up  to  80  million  acres  of  existing  public 
land  for  consUeralion  as  new  natfonal  MriklUie  ref- 
uges. 

•  Authorization  of  Appropriatfons:  N/A 

Antarctic  Conservation  Act  of  1978, 16  II.S.C  2401. 
Provides  for  the  conservatfon  and  protection  of  the 
fauna  and  flora  of  Antarctica,  and  of  the  ecosystem 
upon  witkh  such  fk>n  and  fauna  depend. 

•  Authorization  of  Appropriations:  N/A 

Atchaaological  ReMmrccs  ftotection  Act  oi  1979, 
16  U.S.C  470a»4701l,  anwnded  by  P.L  100-568. 
Provides  for  protection  of  ardueofogkal  resources 
and  sites  which  are  on  public  and  Indian  lands,  and 
for  increased  cooperation  and  exchange  of  infonna- 


tlon  between  government  authorities,  the  profcs- 
tfonal  ardiacological  community,  ani  private  col- 
lectofshavingcoOectians  of  archaeofogical  resources 
and  dau  obtained  before  October  31, 1979. 

•  Authorizatfonof  AppropriatkiiH:  N/A 

AHanHc  Coaatal  Raherlcs  Cooperative  Manage- 
ment Act  rx.  103-206.  Provfalcs  for  programs 
similar  to  the  Atlantic  Striped  Bass  Omservatfon 
Act  but  extends  programs  to  other  species. 

•  Authorization  of  Appropriations:  Expired 
September  30, 1996 

Adantic  Striped  Bass  Conservation  Act  16  U.S.C 
Un  note,  as  amended.  Authorizes  studies,  and 
provides  for  activities  to  restore  Atlantic  striped 
bass,  indudbig,  under  certain  conditfons,  declara- 
tion by  the  Secretaries  of  the  Interior  and  Commeice 
of  a  moiatorium  on  fishing  for  ttwse  spedes  in 
coastal  waten  of  Suies  that  do  not  implement  and 
enforce  flw  interstate  management  plan  for  striped 
bass. 

•  Aulhorizatfon  of  Appropriations:  Expired  Sep- 
teii4>er30,199« 

Bald  and  Golden  Eagle  Protection  Act ,  as  amended, 
16  U.S.C  66»46Sd.  Hib  Act  makes  it  fflegal  to 
import,  export  or  lake  bald  or  goUen  eagles,  or  to 
sell,  purchase,  or  barter  their  parb,nesb,oreggs,or 
producb  made  from  the  animab,  their  nests  or  eggs. 
•Aulhoiizatfajn  of  Appropriations:  N/A 

Chchalls  River  Basin  Fisheiy  Resources  Study  and 
Restoratton  Act  of  1990,  PX.  101-452.  Authorizes  a 
joint  Federal,  Slate,  and  Tribal  study  for  ttie  restora- 
Ikm  of  the  fishery  resources  of  the  Qiehalis  River 
Basin,  Washington. 

•  Authorization  of  Appropriations:  N/A 

Qean  Water  Act  as  amended.  33  U.5.C  1251-1387. 
Sectfon  404  (m)  authorizes  the  Fish  and  WikUife 
Service  to  provide  comments  addressing  permit 
appliCc'iic»>  »i  •-■':.it?,<  •  Jt* '.'i.  ^my  Corps  of 
Engineers  for  the  discharge  c>:  uredged  cr  fill  male- 
rial  btto  navigable  waters  of  the  United  Stales.  Sec- 
tk)n20e(i)aulhorizes  the  Fish  andWildlifeSeiviceto 
provide  technical  assistance  to  Stales  in  devefoping 
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"best  management  practices'  as  part  of  its  water 
pollution  control  programs  and  to  continue  with  tiie 
,'  National  Wetlands  Inventory.  Section  320  autho- 

ST^  ilzes  the  establishment  of  a  Stale/Federal  coopera- 

tive program  to  nominate  estuaries  of  national  sig- 
nificance aitd  to  develop  and  implement  manage- 
ment plans  to  restore  and  maintain  the  biological 
and  chemical  integrity  of  estuarine  waters. 

•  Authorization  of  Appropiialioru:  N/A 

Coastal  Barrier  Resoorccs  Act  (CBRA)  of  1982  as 
amended  by  tlie  Gvuial  Barrier  Improvement  Act 
(CBIA)of  1990,16U.S.C3501.  Requires  the  Fish  and 
Wildlife  Service  to  produce  revised  maps  of  the 
Coastal  Barrier  Resources  System,  submit  a  study  to 
Congress  on  the  need  to  include  the  West  Coast  in 
the  System,  and  submit  draft  maps  of  the  West  Coast 
to  accompany  the  report  Requires  the  Secretary  of 
Interior  to  lead  an  interagency  task  force  to  provide 
recommendations  to  Congress  for  legislative  action 
and  Federal  poIid«  on  developed  and  undeveloped 
coastal  barriers. 

•Authorization  of  Appropriations:  Expires 
September  30,  1998 

Colorado  River  Storage  Profect  Act,  43  U^.C  620. 
^  Provide  that  facilities  will  be  built  and  operated  to 

^'  mitigate  losses  of,  and  improve  conditions  for,  fish 

artd  wildlife  in  connection  with  the  Colorado  River 

Storage. 

•  Authorization  of  Appropriations:  N/A 

Comprehensive  Environmental  Response,  Com- 
pcnsatioa  and  Liability  Ac^  as  amended,  42  U.S.C 
9601,  et  seq.  Requires  responsible  parties,  including 
Federal  landowT«ers,  to  investigate  aivj  clean  up 
relttses  of  hazardous  substances,  and  trustees  for 
natural  resources  to  assess  and  recover  damages  for 
injury  to  natural  resources  from  rdeases  of  hazard- 
ous substances  and  use  the  damages  for  restoration, 
replacement  or  acquisition  of  equivalent  natiual 
tesources- 

•  Authorization  of  Appropriations:  N/A 

•  Provides  permanent  authorization  to  appropriate 
receipts  from  responsible  parties 

Emergency  Wetlands  Resource*  A£t,16U.S.C3931, 
a*  amended  by  P.L.  102-440.  This  Act  permits  the 
collection  of  entrance  fees,  thirty  percent  of  which 
may  be  used  for  refuge  operations  and  maintenance, 
^C!7  ai«d  require?  (hat  the  Secreiary  of  Interior  establish 


aitd  periodically  review  a  National  wetiands  prior- 
ity conservation  plan  for  Federal  and  Slate  wetlands 
acquisition,  complete  National  Wetlands  Inventory 
maps  for  the  contiguous  United  States  by  September 
30, 1998,  update  the  report  on  wetlandis  status  and 
trends  by  Septemba  30, 1990,  and  at  10-year  inter- 
vals thereafter,  produce  wetland  maps  of  Alaska  by 
September  30, 2000,  produce  a  digital  database  for 
the  United  Slates  by  September  30,2004,  and  arcMve 
ar«d  make  final  maps  and  digitized  data  available  for 
distribution. 

•  Authorization  of  Appropriations:  N/A 

Endangered  Spedes  Act  of  1973, 16  U.S.C  1531- 
1544,  as  amended.  This  Act  prohibits  tfie  importa- 
tion, exportation,  taking,  aivl  commercialization  in 
interstate  or  foreign  commerce  of  fish  and  wildlife 
and  plants  (hat  are  listed  as  threatened  or  endan- 
gered spedes.  The  Act  provides  for  adding  species 
to  the  list  of  Ihrea  tened  and  endangered  wildlife  and 
plants,  and  for  preparing  and  implementing  recov- 
ery plans  for  their  conservation.  It  provides  for 
interagency  cooperation  with  other  Federal  agendes 
and  issuing  permits  for  otherwise  prohibited  activi- 
ties. The  Act  also  implements  the  provisions  of  the 
Convention  on  International  Trade  in  Endangered 
Spedes  of  Wild  Flora  and  Fauna  (CITES). 

•  Authorization  of  Appropriations:  Expired  Sep- 
tember 30,  1992 

Federal  Insectidde,  Fungidde  and  Rodentidde 
Control  Act,  7  U.S.C  136-I36y.  Requires  registra- 
tion of  pestiddes  to  avoid  unreas(Hiable  adverse 
effects  to  humans  or  the  environment 

•  Authorization  of  Appropriations:  N/A 

Federal  Power  Act,  16  U.S.C  791«  et  «eq.  Requires 
that  each  license  for  hydropovkrer  projects  issued  by 
the  Federal  Energy  Regulatory  Commission  indude 
fishways  prescribed  by  the  Secretary  of  the  Interior 
or  Comnierce,  and  conditions  for  the  protection, 
mitigation  and  enhancement  of  fish  and  wildlife 
based  on  recommendations  of  the  Fish  and  Wildlife 
Service  and  other  agendes. 

•  Authorization  of  Appropriations:  N/A 

Hsh  and  Wildlife  Act  of  19<»,  t*  amended,  16 
U.S.C  742(a)-754.  Establishes  a  con^rehensive 
national  fish  and  wildlife  policy  and  authorizes  the 
Secretary  of  the  Interior  to  take  steps  required  for  the 
development,  management,  advancement  conser- 
vatkm,  and  protection  of  fisheries  resources  and 
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«vi]dUfe  raoufces  through  fcseaicli,  acquisition  of 
refuge  lands,  development  of  existing  facilities,  and 
other  means. 
•  Authorization  of  Appropriations:  N/A 

R»h  and  Wildlife  Conaciration  Act ,  as  amended, 
16  VS.C.  2901-2911.  Directs  the  Secretaiy  of  the 
Interior  to  undertake  research  and  conservaticn  ac- 
tivities, in  coordination  with  otfter  Federal,  state, 
international  and  private  organizations,  to  assist  in 
luUUUng  his  responsibilities  to  conserve  migratory 
nongame  birds  under  existing  authorities.  Specifi- 
cally, the  Secretary  is  required  todotitefoUoudngfbr 
all  species,  subspecies ,  and  populations  of  migra- 
tory nongame  birds:  monitor  and  assess  population 
trends  and  status,  identify  effects  of  environmental 
change  and  human  activiiies,  identify  species  in 
need  of  additional  conservation  actions,  and  iden- 
tify conservation  actions  to  assure  perpetuation  of 
these  spedes. 

•  Authorization  of  Appropriations:  Expires  Sep- 
tember 30, 1997 

n*h  and  WUdlUe  Coonlirution  Act,  16  U.S.C  661- 
666(c),  a*  amended.  Directs  tite  Fish  and  Wildlife 
Service  to  investigate  and  report  on  proposed  Fed- 
eral actions  that  affect  any  stream  or  other  body  of 
water  and  to  provide  recommendations  to  minimize 
impacts  on  fbh  and  wildlife  resources. 

•  Authorization  of  Appropriations:  N/A 

Hsh-Ricc  Rotation  Farming  Program  Act  of  March 
15,  19S8, 16  VJS.C.  778-77*^  authorizes  the  Secre- 
tary of  the  Interior  to  establish  experimental  stations 
for  research  and  experimentatioa 

•  Authorization  of  Appropriations:  N/A 

Floodplaln  Maiugcmcn^  Executive  Order  11968. 
Requires  that  FederaUy-ownedfloodplains  propose** 
for  lease  or  conveyance  to  nort-Federal  public  or 
private  parties  be  protected  through  restricting  fu- 
ture activities  that  would  harm  the  floodplain  re- 
source in  the  conveyance  or  witfihold  such  proper- 
ties from  lease  or  disposal 

•  AuAoiization  of  Appropriations:  N/A  •  Eaecu- 
thre  Order 

Food  Secndty  Act  o(19«5  as  amended  by  the  Foo4 
Agriculliin,  Conienralian,  and  Tndc  Act  of  1990 
<P.L  101-«24)46  U.SX:.  3aoi-3M5.  Requires  the 
Seoelary  of  Agriculture  to  consult  tvith  the  Secre- 
tary of  Interior  on  the  identification  of  wellaitds. 


determinations  of  exemptlons.andlssuaitceof  regu- 
lations to  cany  out  the  provisions  of  Ihb  Act  Re- 
quires the  Fish  and  Wildlife  Service  to  concur  in 
wetland  mldgadon  plans  fai  association  with  mini- 
mal effect  exemptions  and  to  concur  in  conservation 
plans  for  lands  proposed  for  iitclusion  in  the  Wet- 
lands Reserve  Program.  Establishes  a  program  to 
protect  and  restore  wetlands  on  Farmers  Home 
Admiitistration  inventory  property  and  provides 
for  the  Fish  and  WUdUfe  Service  to  Identify  such 
wetlands. 

•  Authotizatton  of  Appropriations:  N/A 

Great  Lakes  Critical  Programs  Act  of  1990,  (PJ. 
101-596).  Contains  several  titles;  provisions  directfy 
authorizing  Service  activities  are  contained  in  title 
m,  the  "Lake  Qiamplain  Special  Designation  Act  of 
1990- 

•  Authorization  of  Appropriations:  Expired  Sep- 
tember 30, 1995 

Great  Lakes  Fish  and  Wildlife  Restoration  Act  of 
1990,  P.L.  101-537.  Authorizes  theSenrice  toconduct 
a  study  of  factors  affecting  Great  Laices  flshciy  re- 
sources, to  develop  recommended  corrective  ac- 
tions, and  to  establish  coordination  and  fishery  re- 
source offices  for  the  purpose  of  assisting  the  Great 
Lakes  Commission,  States,  Indian  Tribes,  and  other 
interested  parties  in  cooperative  conservation,  res- 
toration and  management  of  the  fish  and  wildlife 
resources  artd  habitab  of  the  Great  Lakes  Basin. 

•  Authorization  of  Appropriations:  Expired  Sep- 
tember 30, 1995 

Great  Lake*  Fiahciy  Act  of  1956y  16  VS.C.  931-939. 
Implemenb  the  Conventton  on  Great  Lakes  Fisher- 
ies between  the  United  Sutes  and  Canada. 

•  Authorizatton  of  Appropriations:  N/A 

lnlcniatlanaIEnvlnmmciitnotcctfonAct22U.&£. 
2S1,ZlSlg, 2452.  Authorizes  the Preskienttofumish 
assistance  to  countries  in  protecting  and  maintain- 
ing tvikUife  habHals  for  endangered  species  artd  in 
devetoping  wildlife  management  aitd  plant  conser- 
vation programs.  Authorizes  interchanges  between 
the  U 1  and  other  coimlrfcs  of  sdentisb  and  other 
eq;K  t-  i»  ihp  ip«*  of  et>viK"wnerifal  atknoe  and 
management 

•  Authorization  of  Appfopiialians:  N/A 
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Jnnlcr  Dude  Stamp  Conscrvatian  and  De«ign  Pto- 
gramAct(Rl.ia»40).  Authorizes  Ae  Secretary  to 
cany  out  ttie  program,  which  provides  environmen- 
tal education  opportunities  to  school  children  relat- 
ing to  the  conservation  and  management  of  migra- 
tory birds;  allows  an  annual  Junior  Ouck  Stamp 
competition,  and  provides  for  the  licensing  and 
.  marketing  of  winning  designs,  witft  proceeds  used 
for  awards  and  scholarships  to  participants. 

•  Authorization  of  Appropriations:  Expires  Septem- 
ber 30, 2000 

KlamaA  River  Basin  Gshery  Resources  Restora- 
tion Ad,  16  U^.C  74608a,  requires  the  Seaetary  of 
the  Interior  to  develop  and  implement  a  restoration 
plan  for  the  Klamath  River  Basin. 

•  Autiwtization  of  Appropriations:  Expires  Sep- 
tember 30, 2006 

Lacey  Act  Amendments  of  1981, 18  U^.C  42;  16 
U.S.C  3371-3378.  Provides  authority  to  the  Secre- 
tary of  Interior  to  designate  injurious  wildlife  and 
ensure  the  humane  treatment  of  wildlife  shipped  to 
the  United  States.  It  prohibits  the  importation,  ex- 
portatioa  transportation,  sale,  or  purchase  of  fish 
and  wildlife  token  or  possessed  in  violation  of  state. 
Federal,  Indian  tribal,  and  foreign  laws.  The  Amend- 
ments strengthen  enforcement  of  Federal  wildlife 
lavtrs  and  improve  Federal  assistance  to  the  States 
and  foreign  governments  in  the  enforcement  of  their 
wildlife  laws. 

•  Autfwrization  of  Appropriations:  N/A 

Magnnson  Fishery  Conservation  and  Management 
Act,  aa  amended,  16  U.S.C  1801-188X  Provides  a 
franwwork  for  managing  fisheries  vrithin  the  Exclu- 
sive Economic  Zone,  in  part  through  establishment 
of  eight  Regional  Fishery  Management  Courtdls  on 
each  of  which  the  U5.  Fish  and  Wildlife  Service  is  a 
i¥m-voting  member. 

•  Authorization  of  Appropriations:  N/A 

Marine  Mammal  Protection  Act,  16  U.S.C  1361- 
1407.  Establishes  a  moratorium  on  the  taking  and 
importation  of  marine  mammals,  including  parts 
artd  prGdt<>'ts,  and  JjRttes  Federal  responfibllily  for 
conservation  of  marine  mammals,  witt>  manage- 
ment authority  vested  in  the  Department  of  the 
Interior  for  the  sea  otter,  walrus,  polar  bear,  dugong, 
and  manatee. 


•  Authorization  of  Appropriations:  Expires  Sep- 
tember 30, 1997 

Migratory  Bird  Conservation  Ac^  16  U,S.C  715- 
TlSd.  Authorizes  tfte  Secretary  of  tfie  Interior  to 
conduct  investigaticns  and  publish  documents  re- 
lated to  North  American  birds.  Establishes  a  KQgra- 
toiy  Bird  Cmservation  Commission  to  approve  ar- 
eas recommended  by  the  Secretary  for  acquisition. 
The  MBCC  also  approves  wetlands  conservation 
prcjecb  recommended  by  the  North  American  Wet- 
lands Cmservation  Council  under  the  North  Ameri- 
can Wetlands  Conservation  Act 

•  Authorization  of  Appropriations:  N/A 

Migratory  Bird  Hunting  arul  Conservation  Stamp 
Ac^  16  U.S.C  718.  This  Act,  commonly  referred  to 
as  the  'l>uck  Stamp  Act,"  requires  waterfowl  hunt- 
ers, 16year9  of  ageoroIder,to  purchase  and  possess 
a  valid  Federal  waterfowl  hunting  stamp  prior  to 
taking  migiatoiy  waterfowL 

•  Authorization  of  Appropriations:  N/A 

Migratory  Bird  Treaty  Act  of  1918,  as  amended,  16 
U.S.C  7D3-712.  This  Act  implements  four  interna- 
tional treaties  thatindividuaOy  affect  migratory  birds 
common  to  the  United  States,  Canada,  Mexico,  Ja- 
pan, and  the  former  Soviet  Union.  The  Act  estab- 
lished the  federal  responsibili^  for  protection  and 
management  of  migratory  arvl  nongame  birds,  in- 
cluding the  establishment  of  season  length,  bag  lim- 
its, and  other  hunting  regulations,  and  the  issuance 
of  permits  to  band,  possess  or  otherwise  make  use  of 
migratory  birds.  Accept  as  allowed  by  implement- 
ing regulatioiu,  this  Act  makes  it  urdawful  to  pur- 
sue, hunt,  kill,  capture,  possess,  buy,  sell,  purchase, 
or  barter  any  migratory  bird,  including  the  feathers 
or  other  parts,  rtests,  e^s,  or  migratory  bird  prod- 
ucts. 

•  Authorization  of  Appropriations:  N/A 

National  Aqaacoltore  Act  of  1980, 16  U.S.C  2801- 
2Sia  Directs  the  Secretary  of  the  Interior  to  partid- 
pale  in  die  devefopment  of  a  National  Aquaculture 
Development  Plan  and  autfiorizes  research,  devel- 
opmert  »nd  nttier  activities  to  encourage  tfte  devel- 
opment ol  a<)uaculuire  ui  the  Jniced  States. 

•  Authorization  of  Appropriations:  Expired  Sep- 
tember 30, 1993 
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NaUoful  Environmental  PoUcy  Act  of  19«9,  aa 
amended,  42  U^.C  4321  et.  acq.  Requires  the  Ser- 
vice to  examine  the  environmental  impacts  of  its 
action3,inoocporate  environmental  infonnadon,  and 
utilize  public  iMurtidpation  in  (he  planningand  imple- 
mentation of  all  actions.  Requires  the  Service  to 
integrate  NEPA  with  other  planning  requirements, 
aiKl  prepare  appropriate  NEPA  documents  to  facili- 
tate better  environmentaldedsionmakii^.  Requires 
the  Service  to  reviewand  comment  on  Federal  agency 
environmental  plans/documents  when  the  Service 
has  jurisdiction  by  law.  or  special  expertise  with 
respect  to  any  environmental  impacts  involved. 

•  Authorization  of  Appropriations:  N/A 

National  Fish  and  Wildlife  Foundation  EsUbllah- 
ment  Act  16  U.S.C  37D1  ct  acq.  Enacted  in  1984,  the 
Act  established  a  federally  chartered,  ttonprofit  cor- 
poration to  encourage  and  administer  donations  of 
property,  for  thte  benefit  of  the  VS.  Fish  and  Wildlife 
Service  programs  and  other  activities  aimed  at  the 
conservation  of  fish,  wildlife,  and  plant  resources. 

•  Authorization  of  Appropriations:  Expires  Sep- 
tember 30, 1998 

National  Historic  Picacrvation  Act  of  19M,  as 
amended,  16  U.S.C  47D-470b,  47Dc-(70n.  This  Act 
directs  Federal  agencies  to  preserve,  restore,  and 
maintain  the  historic  cultural  environment  of  the 
area. 

•  Authorization  of  Appropriations:  N/A 

National  WUdUfe  Refuge  System  Administration 
Act  of  1966, 16  U.S.C  668dd-668c«.  G)nstitutes  an 
'Organic  Act*  for  the  National  Wildlife  Refuge  Sys- 
tem and  provides  guidelines  and  directives  for  ad- 
ministration and  management  of  all  areas  in  the 
system. 

•  AuthorizaUon  of  Appropriations:  N/A 

New  England  Rshery  Resource*  Restoration  Act 
of  1990,  PX.  101-593.  Authorizes  the  Service  to  for- 
mulate, establish,  ai«d  implement  cooperative  pro- 
grams to  restore  and  maintain  nationally  significant 
inteijurisdictional  fishery  resources  in  New  Eitgland 
river  systems. 

•  Authorization  of  Appropriations:  N/A 

Nonindigenoos  Aquatic  Nuisance  Spedes  Preven- 
tion and  Control  Act  of  1990,  P.L  101-646.  Autho- 
rizes the  Service  Id  develop  and  implement  a  pro- 
gram to  prevent  and  control  infestations  of  the  coastal 


inland  waters  of  the  United  States  by  zebra  mussel, 
and  other  nonindigenous  aquatic  nulsaitce  spedes. 
Ihis  Act  also  establishes  the  National  Coastal  Wet- 
lands Planning,  Protection,  and  Restoration  Pro- 
gram within  the  Sport  Fish  Restoration  Account  for 
projects  authorized  by  the  North  American  Wet- 
lands Gmservation  Act  in  coastal  states. 

•  Audtotizatlon  of  Appropriations:  Expired  Sep- 
tember 30, 1995 

North  American  Wetlands  Conservation  Act  of 
1989,  PJ.  101-233.  Thb  Act  provides  for  partner- 
ships between  public  agencies  ai>d  other  interests  in 
Canada,  Mexico  and  the  US.  to:  protect  enhance, 
restore,  and  manage  wetland  ecosystems  aivl  other 
habitats  for  migratory  birds  aivl  other  fish  and  wild- 
life; maintain  current  or  improved  distributions  of 
migratoiy  bird  populations;  and  sustain  an  abun- 
dance of  waterfowl  and  other  migratory  birds  con- 
sistent with  the  North  American  Wato^owl  Man- 
agement Plan  and  internationai  obligations  with 
other  countries.  Requires  5-year  update  to  the  Plan 
and  detailed  reporting  of  projects.  Requires  5050 
matching  funds. 

•  Authorization  of  Appropriations:  Expires  Sep- 
tember 30, 1998 

OU  Pollution  Act  of  1990,  P.L.  101-38a  Requires 
consultation  with  the  Fish  and  Wildlife  Service  for 
development  of  a  'fish  and  wildlife  response  plart 
..Joi  the  immediate  and  effective  protection,  rescue, 
and  rehabilitation  of,  and  the  minimization  of  risk  of 
damage  to,  fish  ar«d  wildlife  resources  and  their 
habitat  that  are  harmed  or  that  may  be  jeopardized 
by  an  oil  disdiarge. 

•  Authorization  of  Appropriations:  N/A  to  FWS 
Appropriations 

Protection  of  Wetlands,  Executive  Order  11990. 
Requires  diat  Federally-owned  wetlands  proposed 
for  lease  or  conveyaiKe  to  non-Federal  public  or 
private  parties  be  protected  through  restricting  any 
future  uses  that  would  degrade  or  harm  the  wetland 
resource  in  the  conveyanceor  withhold  such  proper- 
lies  from  lease  or  disposal 

•  Authorization  of  Appropriations:  N/A  -  Execu- 
tive Order 

Public  Utility  Regulatory  Polides  Act  of  1978, 16 
U.S.C  2602-2645,  and  Energy  Security  Act  of  1980, 
16  U.S.C  792-828(c).  Directs  that  any  exemption 
from  licensing  granted  for  a  small  hydroeleclric 
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power  pro^  must  comply  with  terms  and  condi- 
tions tfiat  IMeral  or  Stale  fish  and  wildlife  agendes 
have  detennined  are  appropriate  to  prevent  loss  of, 
or  damage  to,  fish  and  wildlife  resources.  TheFish 
and  Wildlife  Service  is  obo  authorized  to  investigate 
and  report  on  effects  of  hydropower  development 
on  fish  and  wildlife  during  the  licensing  process  of 
tfte  IMeral  Energy  Regulatoiy  Commission. 

•  Authorization  of  Appropriations:  N/A 

Rcocalional  Um  of  TUh  and  WUdlUc  Aicu,  16 
U^C  460k-460k-4.  Commonly  known  as  the  Ref- 
uge Recreation  Act  of  1962,  authorizes  tfw  Secretary 
of  the  Interior  to  administer  refuges,  hatcheries,  and 
other  cnnservation  areas  for  recreational  use  when 
such  use  does  not  interfere  with  the  primary  pur- 
pose for  which  these  areas  were  established. 

•  Authorization  of  Appropriations:  N/A 

RcMurce  Conservation  Recovery  Ac^  P.L.  94-580, 
42  U^C  6901,  Enacted  October  21,1976;  Amended: 
1978,1^0, 19S4.  Regulates  the  treatment,  transpor- 
tation, storage,  and  disposal  of  solid  and  hazardous 
wastes.  The  Service  is  required  to  comply  witti 
standards  for  waste  generated  at  Service  facilities. 

•  Authorization  of  Appropriations:  N/A 

Salmon  and  Steelhead  and  Conservation  and  Eit- 
hancement  Act  of  1980, 16  U^.C  3301, 11-15, 21-25, 
31-36, 41-45.  This  Act  allows  for  improved  maruge- 
ment  and  enhar>cement  planning  to  help  prevent  a 
furAer  decline  of  salmon  and  steelhead  slocks,  and 
to  assist  in  inaeasing  the  supply  of  these  stocks 
within  d^e  Columbia  River  conservation  area  and 
the  Washington  conservation  area. 

•  Authorization  of  Appropriations:  N/A 

Slices  Act,  a*  amended,  16  U.S.C  67Da-670o.  Autho- 
rizes the  Secretary  of  the  Interior  to  cooperate  with 
the  Department  of  Defense,  Department  of  Energy, 
Natiorul  Aeronautics  arxl  Space  Administradoiv 
Bureau  of  Land  Management,  and  State  agendes  in 
planning,  developing,  maintaining  and  rehabilitat- 
ing Fedoal  lands  for  ttte  benefit  of  fish  and  wildlife 
resources  artd  their  habitat 

•  Authorization  of  Appropriations:  Expired  Sep- 
tember 30, 1993 

Surface  Mining  Control  and  Redamailon  Act  of 
1977, 30  VS.C.  tun  cL  aeq.  Requires  the  Seaelaiy 
of  the  Interior  to  regulate  surface  mining  and  reda- 


mationatexistlngandfutureminingareas.  TheFish 
and  Wildlife  Savke  provides  technical  assistance 
for  fish  and  wildlife  aspecb  of  the  Department's 
programs  on  active  and  abaiKloned  mine  lands. 

•  Audwiizaticm  of  Appropriations:  N/A 
Snrplua  Grain  for  Wildlife  Act  of  1961,  7  VS.C. 
447-449.  Authorizes  ttte  Secretary  of  the  Interior  to 
request  surplus  grain  from  the  Secretary  of  Agricul- 
ture for  the  emergency  feeding  of  resident  game 
birds,  other  resident  wildlife  and  migratory  blnls 
threatened  by  adverse  vtreather  conditions  or  other 
factors  destructive  to  wildlife  resources. 

•  Authorization  of  Appropriations:  N/A 

Trcaaniy,  Postal  Service  and  General  Govemmenl 
Appropriation*  BUI  for  Fiscal  Year  1991  -  Pay  Act 
Public  Law  101-509.  Establishes  mandatory  retire- 
ment age  for  law  enforcement  officers,  increased 
uniform  allcnvaiKes,  set  overtime  rates  and  spedal 
rates  for  law  enforcement  officers,  and  establishes 
pay  differentials  for  law  enforcement  officers  in 
selected  dties. 

•  Authorization  of  Appropriatioits:  N/A 

Water  Resources  Development  Act  of  1976, 90  Stat 
2921.  AutfKirizes  tiw  Lower  Snake  River  Compensa- 
tion Plan  to  mitigate  for  fish  and  wildlife  losses 
caused  by  power  geteiation  features  at  four  Corps 
of  Engineers  dams  on  the  Lower  Snalce  River  in 
Washington. 

•  Authorization  of  Appropriations:  N/A 

Watershed  Protection  and  Flood  Prevention  Act,  16 
VS.C.  1001-1009.  Provides  for  nodflcation  of  the 
Secretary  of  the  Interior  by  the  Secretary  of  Agricul- 
ture when  furnishing  assistance  to  local  organiza- 
tions under  provisions  of  die  Watershed  Protection 
and  Flood  Prevention  Act 

•  Authorization  of  Appropriations:  N/A 

Vmi  Bird  Conservation  Act  of  1992,  PJ.  102-44a 
Promotes  tiie  conservaticm  of  exotic  birds  by  encour- 
aging vdld  bird  conservation  and  managemait  pro- 
grams in  cotmtries  of  origin,  by  ensuring  (fiat  all 
trade  in  such  speci»  bivohring  ttie  United  States  is 
biologically  sustainable  and  to  the  benefit  of  die 
species  ■  br  limi  ling  or  rirohih!  ting  imports  of  exotic 
bircb  when  necessary  to  ensure  dut  exotic  wild 
populations  are  not  harmed  by  removal  for  the 
trade. 

•  Authorization  of  Appropriations:  Expired  Sep- 
tember 30, 1995 
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March  1996 

Dear  Colleagues: 

We  are  pleased  to  provide  you  a  new  report  from  the  Senate  Office  of  Research  (SOR),  "Myths  of  Jobs  vs. 
Resources:  Environmental  Protections  and  Economic  Growth." 

This  Mgnificant  study  analyzes  the  economic  impact  of  environmental  laws  and  regulations  on  job  growth  in  the 
Umted  States  and  California,  and  asks  the  question:  'Is  there  empirical  evidence  supporting  the  position  that 
strong  environmental  laws  are  incompatible  with  strong  economic  performance?" 

The  report  reviews  economic  data  for  the  nation  as  a  whole  and  separately  for  California.  The  study  also 
examines  the  restructuring  of  the  economy  in  the  past  twenty  years  to  determine  whether  losses  in  industrial 
employment  are  related  to  strict  environmental  regulation.  Specifically,  the  impact  of  air  poUution  regulations 
and  of  spotted  owl  protections  are  reviewed  to  analyze  their  efifect  on  local  and  statewide  economies. 

Central  to  the  report  is  a  review  of  the  work  done  by  Dr.  Stephen  Meyer  of  the  Massachusetts  Institute  of 
Technology  Project  on  Environmental  Politics  and  Policy  which  compared  states  beginning  in  1973  on  the  basis 
of  the  strength  of  their  environmental  laws  and  economic  perfonnances.  In  his  ori^nal  study  and  after  several 
follow-ups,  Meyer  was  able  to  ascertain  that  there  is  no  relationship  between  strong  environmental  laws  and 
weak  economic  growth.  Instead,  he  found  the  contrary  to  be  true:  that  states  with  the  strongest  environmental 
laws  tended  to  have  the  strongest  economies.  The  single  greatest  indicator  of  poor  growth  in  gross  state  product 
was  found  to  be  the  degree  of  the  states'  dependence  on  resource-depleting  industries. 

In  reviewing  California  data,  supplied  by  the  Center  for  the  Continuing  Study  of  the  California  Economy,  the 
SOR  report  concludes  that  while  California  has  been  shaken  by  a  severe  economic  downturn  since  1990,  this 
recesKon  has  been  caused  principally  by  defense  base  closures  and  cutbacks  in  both  defense  and  civilian 
aerospace  expenditures,  and  not  by  factors  related  to  environmental  regulations.  ,.  ^ 

We  hope  the  findings  in  this  report  will  ofifer  you  interesting,  illuminating  and  useful  information  as  you  weigh 
decisions  afiecting  state  economic  and  environmental  policies. 

Sincerely, 


]^ 


BILLLOCK\ 
President  pro  Tempore 
California  State  Senate 
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Environment 


Minimal  Impact  on 
Plant  Closings 


Executive  Summary 


±  f 


jhe  American  economy  for  25  years  has  been  marked  by  a 
decline  in  worker  well-being  punctuated  by  a  shift  in  jobs 
from  industries  to  services.  Higher-paying  manufacturing 
jobs  that  once  formed  the  backbone  of  the  American 

middle  class  have  been  evaporating  -  3  milUon  of  them  lost  in 

15  years. 


Some  U.S.  firms,  attracted  to  lower  wages  beyond  the  borders, 
£u-e  shifting  production  to  lesser-developed  countries,  especially 
Mexico  and  Brazil.  Where  U.S.  jobs  have  grown,  they  often  have 
been  rooted  in  the  lower-paying  service  sector  ~  in  clerical  work, 
sales,  or  food  processing,  for  instance. 

There  is  a  common  assumption  that  U.S.  environmental 
regulations,  which  expanded  as  manufacturing  declined,  share  a 
responsibiUty  for  these  market  shifts.  Thirty-three  percent  of 
Americans  beUeve  environmental  regulations  will  negatively 
impact  their  employment  opportunities.  Some  may  assume,  for 
instance,  that  environmental  protections  prodded  employers  into 
closing  down  U.S.  plants  and/or  seeking  less-regulated 
workplaces  elsewhere. 

However,  a  number  of  respected  studies,  including  a  multi-year 
data-collection  survey  by  the  U.S.  Department  of  Labor,  have 
found  environmental  regulations  have  had  minimal  impact  on 
plant  closings  and  job  losses.  The  Labor  Department  survey, 
based  on  information  supphed  by  employers,  found  just  0.1 
percent   of  mass    layoffs   were    triggered    by    environmental 
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U.S.  Businesses  and 
Foreign  Soil 


Environmental 
Rules  Create  Jobs 


protections  -  and  those  tended  to  be  in  highly  polluting 
industries.  The  data  suggest  40  times  more  job  losses  have 
resulted  from  ownership  changes  in  leveraged  buyouts  and 
mergers  than  from  controlling  pollution. 

While  einti-pollution  regulations  c6iald  be  among  several  factors 
that  make  certain  locations  unprofitable,  evidence  shows 
environmental  protections  by  themselves  are  not  subst£intial 
enough  to  cause  the  shutdown  of  an  otherwise  healthy  plant. 

Nor  do  environmental  rules  appeiir  to  be  propelling  U.S. 
businesses  to  foreign  soil.  A  1992  study  by  economist  Timothy 
Koechlin  found  that  market  size,  wages,  taxes,  pohtical 
stability,  access  to  European  markets  and  distance  from  the 
United  States  are  the  determining  factors  in  decisions  by  U.S. 
firms  to  invest  capital  in  other  countries.  Nearly  80  percent  of 
U.S.  manufacturing  investments  abroad  in  1992  were  made  in 
other  highly  developed  nations.  The  second-highest  share  of 
U.S.  dollars  went  to  Germany,  home  of  the  strictest  pollution 
controls  in  the  world.  Much  of  the  remaining  20  percent  of  U.S. 
capital  invested  elsewhere  went  to  Mexico,  with  close  proximity 
to  the  United  States,  and  Brazil,  with  a  \ai%e  internal  market  of 
its  own  -  supporting  the  finding  that  market  size  and  location 
are  prime  factors  in  foreign  investing. 

Rather  than  dooming  domestic  employment,  environmental 
protections  spawn  their  own  jobs,  focused  heavily  in  blue-collar 
work.  They  create  manufacturing,  transportation,  communi- 
cations and  utiUty  employment.  Eighty-nine  percent  of  these 
environmental  jobs  are  in  the  private  sector.  At  worst,  research 
suggests,  the  role  environmental  protections  play  in 
manufacturing  job  losses  has  been  insignificant. 

Controversies  over  the  protection  of  endangered  species  seem  to 
epitomize  the  entire  debate.  The  number  of  listed  endaingered 
species  is  currently  around  800  with  thousands  of  candidates 
awaiting  hsting.  Negative  effects  of  environmental  laws  should 
be  easily  measurable  as  anecdotal  accounts  of  negative  economic 
impacts  are  widespread.  However,  this  has  not  proven  to  be  the 
case  when  studied.  The  data  show  that  endangered  species 
Ustings  have  not  depressed  economic  development  activity  as 
measured  by  growth  in  construction  employment  and  gross  state 
products  from  the  inception  of  the  federal  Endangered  Species 
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Act  in  1975  through  1990,  the  last  year  for  which  complete  data 
are  available. 

Nowhere  has  the  controversy  that  pits  jobs  against  resources 
exploded  with  more  force  than  over  the  spotted  owl  protections 
in  the  old-growth  national  forests  of  the  Pacific  Northwest.  An 
estimated  15,000  to  30,000  job  losses  can  be  blamed  on  limits  on 
the  harvest  of  old-growth  timber  required  by  the  federal 
Endangered  Species  Act. 

Exploring  the      But  data  suggest  market  forces  play  an  even  greater  role  in 

Spotted  Owl      paring  back  jobs  in  the  wood-products  industry.  Productivity 

Controversy      gains  and  sustainable-yield  practices  -  necessary  to  ensure  an 

adequate  supply  of  harvestable  timber  into  the  future  ~  already 

had  doomed  or  eliminated  thousands  of  wood-products  jobs 

when  the  spotted  owl  protections  became  lav/  in  1990. 

From  1980  through  1988,  finished  timber  output  rose  19 
percent,  but  automation  and  other  productivity  improvements 
during  those  years  cost  nearly  14,000  jobs.  Reacting  to  the 
heavy  pace  of  the  harvest  during  the  1980s,  and  a  need  to 
sustain  timber  growth,  the  U.S.  Forest  Service  drafted 
management  plans  that  threatened  at  least  half  as  many  jobs  as 
the  spotted  owl  protections  themselves.  Then,  in  the  1990s, 
residential  construction  nose-dived,  shrinking  demand  for  wood 
products  and  spurring  the  layoff  of  20,000  industry  workers. 

Shifting  Timber  Interestingly,  as  timber-harvesting  capacity  tightened  in  the 
Jobs  to  the  South  Northwest,  it  mushroomed  in  the  South.  While  capacity 
dropped  by  34  percent  in  the  Northwest  between  1978  and  1990, 
it  chmbed  121  percent  in  the  southern  states.  Meanwhile, 
Oregon  in  the  last  year  has  added  100,000  jobs  ~  20  percent  of 
them  in  the  high-technology  industry,  which  has  surpassed 
timber  as  the  state's  leading  employer.  Even  as  the  number  of 
timber  jobs  declined  in  Oregon,  the  average  wage  rose.  Yet 
Oregon  remains  the  nation's  timber  basket,  five  years  after 
spotted  owl  protections.  This  is  partly  because  timber  mills 
have  retooled  wood-processing  procedures  to  accommodate 
smaller  logs  more  efficiently.  Since  January  of  1993,  Oregon 
and  Washington  have  added  about  4,600  jobs  in  the  forest- 
products  industry,  according  to  Weishington  state  employment 
economists. 
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Net  Job  Increases 


Germany  a  Leading 

Exporter  of 

Environmental 

Expertise 


For  these  reasons,  overall,  the  economic  impacts  of  the  spotted 
owl  protections  appear  to  be  neutral  despite  the  harm  they  may 
pose  to  some  timber  communitiea.  In  weighing  their  overall 
effects,  it  miist  be  remembered  that  Oregon  fisheries,  which 
spawn  tens  of  thousands  of  jobs,  also  rely  on  management  of  the 
timber  harvest  to  protect  fish  habitats. 

On  balance,  available  studies  indicate  environmental  protection 
spending  has  led  to  a  small  net  increase  in  jobs  in  the  U.S. 
economy.  Job  losses  as  a  result  of  resources  conservation  can  be 
subtracted  from  job  gains  that  result  fi:t>m  environment£il 
technologies  and  services. 

Those  job  gains  are  significant  in  their  own  right:  The 
California  Employment  Development  Department  (EDD)  reports 
California  can  expect  200,000  environmental  workers  by  1996. 
EDD  expects  environmental  cletmup  to  become  a  $1  trilUon 
business  worldwide  by  the  year  2000.  Califomians  account  for 
about  18  percent  of  the  U.S.  environmental  industry  work  force; 
the  state's  share  of  the  industry  could  jump  fi-om  $19.3  biUion  in 
1992  to  nearly  $27  biUion  by  1997. 

Domestic  companies  have  been  exposed  to  stricter 
environmental  regulations  for  longer  periods  than  businesses  in 
any  other  nation.  In  theory,  this  should  offer  lucrative 
opportimities  for  exporting  environmental  expertise  to  countries 
now  eager  for  it.  However,  Germany  is  first  in  line.  As  much  as 
70  percent  of  the  air  pollution  control  equipment  sold  in  the 
United  States  is  produced  by  foreign  companies.  Germany  has 
surpassed  the  United  States  as  the  largest  exporter  of 
environmental  products  and  services. 

While  environmental  spending  has  created  jobs,  it  also  has 
meant  losses  in  other  goods  and  services  that,  through 
regulation,  are  restricted  or  no  longer  available.  Certain 
industries,  for  instance,  are  highly  susceptible  to  regulatory 
costs.  These  include  some  pesticide  manufactiu-ers,  chemical 
firms  and  lead  processors.  A  1990  RAND  study  estimated 
environmental  regulations  slowed  economic  growth  by  about  0.2 
percent  per  year  between  1974  and  1985.  However,  the  study 
did  not  measure  job  gains. 
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Overall,  the  numerous  studies  in  this  area  suggest  the  net 
impact  of  environmental  protections  on  the  U.S.  economy  is  not 
significant. 

California's  California's  severe  1990-93  recession  was  in  full  swing  even  as 
Recession  the  rest  of  the  nation  began  its  recovery.  While  the  country  was 
adding  3  milhon  jobs  between  1991  and  1993,  California  lost 
another  450,000.  However,  the  state  remained  competitive, 
attracting  a  record  amovmt  of  venture  capital  in  1993  and  again 
in  the  first  quarter  of  1994. 

Fiuther,  its  job  losses  were  not  spread  evenly  across  the  state, 
but  concentrated  in  Southern  CaUfomia  ~  particularly  the  Los 
Angeles  basin,  which  absorbed  70  percent  of  them.  This 
phenomenon  strongly  suggests  specific  factors,  not  a  general 
deterioration,  accounted  for  the  state's  lost  employment.  The 
deepest  losses  in  the  manufacturing  sector  were  in  aerospace, 
where  more  than  130,000  jobs  disappeared  between  1990  and 
1993  due  primarily  to  national  defense  cuts.  High-technology 
employment  also  fell  heavily  in  California  ~  by  11.6  percent  - 
but  the  workers  who  remained  were  more  productive.  In  1993, 
high-tech  firms  in  the  SiUcon  Valley  reached  record  sales  and 
profits. 

The  Los  Angeles      At  first  blush,  a  case  might  be  made  that  the  Los  Angeles  basin 
Basin      absorbed  the  brunt  of  the  recession's  job  losses  because  its  air 
pollution  regulations  are  the  most  stringent  in  the  nation.   But 
the  evidence  does  not  bear  out  that  theory. 

Strict  controls  were  developed  and  implemented  by  the  South 
Coast  Air  Quality  Management  District  during  the  1980s.  But 
the  Institute  for  Economic  and  Environmental  Studies  at 
California  State  University,  Fullerton,  in  1995  found  the  Los 
Angeles  basin  out-performed  the  nation  in  job  growth  by  more  in 
the  1980s  than  it  had  in  the  1970s. 

Stationary-source  polluters,  such  as  large  manufacturers,  were 
the  target  of  the  bnmt  of  the  district's  regulations.  Yet 
manufacturing  jobs  grew  by  nearly  17  percent  in  the  Los 
Angeles  basin,  even  as  they  declined  4  percent  nationally. 

How  do  states  with  strict  environmental  laws  fare  in 
competition  with  other  states?  The  data  suggests  they  fare  well. 
An  analysis  by  two  university  professors  —  Paul  Templet  of  the 
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Louisiana  State  University  Institute  for  Environmental  Studies 
and  Stephen  Farber  of  the  University  of  Pittsburgh  Graduate 
School  of  PubUc  and  International  Affairs  -  found  states  with 
strong  environmental  programs  also  ranked  high  in  economic 
well-being. 

Stephen  Meyer  of  the  Massachusetts  Institute  of  Technology, 
who  scrutinized  the  environmental  and  economic  health  of 
states  between  1973  and  1992,  also  found  that  states  with 
stronger  environmental  policies  out-performed  states  with 
weaker  policies  on  all  economic  measures. 

Conclusion  Fears  or  asstmiptions  are  largely  mythical  that  government 
regulations  to  protect  natural  resources  extract  a  toll  in  lost 
jobs.  Numerous  studies  have  failed  to  document  correlations 
between  regional,  state  and  federal  enviroimiental  protections 
and: 

•  The  U.S.  economy's  shift  from  manufacttiring  jobs  to  jobs  in 
the  service  sector, 

•  Overall  losses  in  productivity, 

•  Overall  losses  in  construction  jobs, 

•  Declining  gross  state  product, 

•  Weak  economic  performance, 

•  U.S.  capital  investments  abroad,  or 

•  California's  prolonged  recession. 
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Introduction 


Does    the    pursuit    of    environmental     quality    hinder 
opportunities  for     economic  growth  and  development? 
Are    states    with    stronger    environmental    standards 
destined  to  lag  economically  behind  those  vrith  softer  standards? 

^th  the  downturn  in  the  California  economy  in  the  1990s  these 
questions  have  sur&ced  at  the  center  of  numerous  public  policy 
debates.  When  put  in  simple  terms,  the  queiy  becomes,  "^ust 
we  choose  between  jobs  and  the  environment?' 

Critics  argue  that  environmental  regulations  can  stifle  economic 
growth,  a  view  shared  by  many  working  Americans.  Thirty- 
three  percent  of  respondents  in  a  1990  opinion  poll  conducted  by 
the  Wall  Street  Journal  thou^t  it  was  likely  or  somewhat  likely 
their  own  jobs  were  threatened  by  environmental  protections. 
Such  fears  illustrate  an  assumption  that  trade-ofis  between 
economic  and  environmental  health  are  regrettable  facts  of  life. 

This  argument  can  best  be  summarized  as  follows.  Businesses 
invest  their  limited  capital  producing  goods  and  services  and 
concomitantly  creating  jobs  where  they  believe  they  can 
maximize  profits.  Individual  businesses  increase  their  profits  by 
expanding  sales  while  minimiring  operating  expenses  and 
capital  outlays.  Environmental  regulatory  costs  to  clean  the  air, 
water,  or  laiid  are  external  expenses  not  part  of  the  costs  of 
production.  Adding  environmental  protections  increases 
production  costs  and  results  in  higher-priced  products, 
discotutiging  sales  and  reducing  profits.    Less  sales  mean  less 
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jobs.  When  regional  economic  conditions  are  considered,  it  is 
argued,  plants,  jobs,  and  pollution  are  exported  to  areas  with 
lower  environmental  standards.  Thus,  the  argument  goes, 
environmental  laws  and  regulations  impose  'Nonproductive" 
costs  on  the  economy,  reducing  economic  growth  and  eliminating 
jobs. 

This  argument  is  appealing  in  its  simplicity.  However,  others 
would  contend  that  this  theory  is,  at  best,  incomplete.  They 
point  out  that  just  because  environmental  impacts  may  be 
external  to  a  particular  firm  does  not  mean  that  they  are  absent. 
It  simply  means  that  someone  else,  usually  the  taxpayer,  will 
pick  up  the  costs.  Fiirther,  environmentalists  would  argue  that 
conventional  analysis  ignores  the  broader  benefits  of 
environmental  programs  and  policies  and  is  incapable  of 
measuring  negative  impacts  caused  by  pollution,  such  as  lost 
productivity  firom  workers  and  increasing  health  care  costs. 

Estimates,  studies  and  debates  have  attempted  to  capture  the 
bottom  line  on  the  relationship  between  a  healthy  environment 
and  a  healthy  economy.  Is  it  true  that  state  economic  growth  is 
curtailed  by  increasingly  strict  environmental  laws?  If  it  is  true 
that  states  with  strong  environmental  standards  are  weedcer 
economically  than  states  with  more  lax  environmental 
standards,  the  public  policy  debate  focusing  on  deregulation  is 
justified  fi^m  a  purely  economic  perspective.  If,  however, 
relative  levels  of  environmental  standards  among  the  states  are 
largely  irrelevant  to  their  economic  condition,  either  because 
environmental  pohcies  have  no  systemic  impact  or  their  effects 
are  overwhelmed  by  stronger  influences,  then  the  "^obs  vs. 
environment"  debate  is  a  distraction  that  diverts  energy,  time 
and  resources  fi-om  the  tangible  problems  afflicting  our  nation 
and  economy. 

If  environmental  laws  and  regulations  have  caused  an  erosion  of 
economic  strength  in  the  United  States  and  California  in  the 
past  30  years,  economic  indicators  should  reflect  this  fact.  State 
economies  should  be  less  robust  after  enactment  of  strong 
environmental  laws.  We  should  find  that  states  with  the 
strictest  environmental  regulations  suffer  in  comparison  with 
other  states  and  countries,  and  concomitantly,  states  with 
weaker  laws  and  regulations  show  stronger  economic 
performances  and  better  fiiture  prospects. 
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It  is  clear  the  U.S.  economy  has  undergone  significant  structiiral 
changes  in  the  past  25  years.  Workplaces  are  transitioning  to 
meet  the  needs  of  a  post-industrial,  information-driven  economy. 
Many  traditioned  jobs  in  steel  and  auto  manufacturing,  heavy 
equipment  and  aerospace  are  disappearing,  all  too  often 
replaced  with  lower-wage,  lower-benefit,  service-sector 
emplo}m[ient.  Expenditures  for  pollution  abatement  in  the 
United  States  have  grown  steadily  over  the  past  two  decades, 
both  absolutely  and  as  a  percentage  of  gross  national  product 
(GNP),  reaching  between  $94  billion  and  $125  biUion  (2.1 
percent  of  GNP)  as  estimated  by  the  federal  Environmental 
Protection  Agency  (EPA),  in  1990.  EPA  estimates  these  costs 
will  reach  2.6  percent  of  GNP  by  2000.  Opponents  of 
environmental  laws  argue  these  laws  are  a  significant  causative 
factor  in  this  shift  fi-om  heavy  industrial  manufacturing  to 
service-sector  employment,  with  a  resulting  decrease  in  national 
living  standards.  If  environmental  laws  negatively  impact 
economic  growth,  we  would  expect  to  find  the  following: 

•  Significant  investment  in  low-reg\ilatory  jurisdictions  as 
industrifd  manufacturers  seek  to  avoid  added  environmental 
costs; 

•  A  connection  between  strong  environmental  laws  and  a 
decline  in  living  standards; 

•  A  connection  between  environmental  laws  and  an  overall 
decrease  in  manufacturing  employment; 

•  Nationwide  job  losses  that  are  not  mitigated  by  increases  in 
environmental  technology-based  employment; 

•  Jobs  created  as  a  result  of  environmental  laws  concentrated 
in  low-pajring,  service-sector  employment; 

•  Weaker  economic  growth  in  states  after  they  adopt  stricter 
environmental  laws; 

•  A  connection  between  the  prolonged  recession  and  weak 
recovery  in  CaUfomia  £ind  a  burdensome  regulatory 
environment; 
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•  Depressed  state  economic  development,  as  measured  by 
construction  emplojrment  and  gross  state  product,  resulting 
from  nimierous  endangered  species  listings, 

•  An  overall  loss  of  competitiveness  in  the  south  coast  air  basin 
'    resulting    from     the     region's     strictest-in-the-nation     air 

pollution  regulations,  and 

•  A  competitive  economic  advantage  for  states  with 
comparatively  weak  environmental  laws  over  states  with 
strong  environmental  laws. 

This  paper  will: 

•  Review  the  factors  influencing  the  larger  U.S.  and  world 
economies,  as  the  overall  impact  of  environmental  laws  can 
only  be  understood  within  the  context  of  structural  economic 
changes  occurring  throughout  the  global  economy; 

•  Analyze  the  California  economy,  its  strengths  and 
weaknesses,  as  well  as  its  long-term  potential; 

•  Undertake  a  micro-economic  review  of  the  Los  Angeles  basin 
and  the  impacts  of  pollution  control  laws  on  the  economy  of 
that  region; 

•  Compare  California's  environmental  regulations  with  those 
of  other  states  in  determining  whether,  at  a  statistical  level, 
there  is  a  correlation  between  strong  environmental 
regulations  and  negative  economic  growth. 
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Chapter  I: 

The  Impact  of  Environmental 

Protections  on  the  National 

Economy 

U.S.  Economy  has       y*>i  ongress  and  a  series  of  presidential  administrations  have 

Undergone      I        put    numerous    environmental     protection     laws     and 

Fundamental       V^/  regulations  on  the  books  since  the  severity  of  health  and 

Restructuring      ecological  problems  associated  with  air  and  water  pollution  t^k 

hold  of  the  national  consciousness  beginning  in  the  mid-1960s., 

e 
In  ascertaining  the  economic  impacts  at  the  national  and  state 
levels  of  these   actions,   an  accurate   picture  of  the   overall 
national  economy  during  that  period  is  essential. 

For  nearly  two  decades,  the  country  has  suffered  from  what 
economist  Wallace  Peterson  calls  a  "silent  depression."  The  real 
weekly  income  of  workers  in  1990  was  19.1  percent  below  the 
level  reached  in  1973.'  During  the  same  period,  average  family 
income  improved  0.04  percent  a  year,  compared  with  2.72 
percent  annually  over  the  15  years  prior  to  1973.  This  nearly 
invisible  gain  was  achieved  only  because  more  women,  including 
mothers  and  wives,  entered  the  labor  force  to  boost  household 
income.  Therefore,  the  overall  growth  in  GNP  has  masked  a 
serious  decline  in  well-being.' 


'  Wallace  Petenon,  "The  Silent  Depression,'  Challenge,  July-August  1991,  pp. 

30-31. 

•Ibid. 
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Impact  of  This     decline     in     well-being    has     been     marked     by     the 
Environmental  disappearance  of  jobs  in  the  industrial  sector.     Critics  argue 
Laws  on  environmental  protection  mandates  have  accelerated  the  decline 
Manufacturing  of  U.S.  manufacturing  and  the  disappearance  of  millions  of  blue- 
Jobs  collar  jobs,  driving  the  "silent  depression"  described  by  Peterson. 

Nimierous  studies  have  explored  this  issue.  (See  Chart  1.)  This 
chart  identifies  each  of  the  economy-wide  studies,  published  in 
peer-reviewed  journals,  since  1978.  The  second  column 
indicates  whether  the  study  found  a  positive  or  negative 
economic  impact.  Note,  that  with  the  exception  of  the  single 
1978  study,  which  will  be  discussed  later,  there  is  no  empirical 
evidence  found  showing  a  negative  correlation  between 
environmental  laws  and  economic  strength.  They  show  the  U.S. 
economy  is  undergoing  a  restructuring,  with  many 
manufactiiring  jobs  being  exported  to  foreign  countries.  The 
jobs  vs.  environment  debate  has  clearly  been  fueled  by  a 
significant  drop  in  manufacturing  emplo}rment  —  a  process  that 
has  accelerated  in  the  past  15  years. 

CHART  1 

ECONOMY- WTOE  STUDIES  OF  JOBS 

AND  THE  ENVIRONMENT* 


Haveman    (1978) 

Positive 

HoUenbeck  (1978) 

Negative 

Data  Resources  Inc.  (1979) 

Positive 

Data  Resources  Inc.  (1981) 

Positive 

Muller  (1981) 

Two  positive 
One  mixed** 

WendUng  and  Bezdek  (1989) 

Positive 

Meyer    (1992,1993,1995) 

Positive 

*  The  author  believes  this  to  be  a  complete  listing  of  economy-wide  studies 
either  published  in  peei-reviewed  journals,  published  by  the  EPA,  or 
resulting  from  academic  work. 

**   Positive  short-run  effects,  negative  long-run  effects. 

In  that  time,  the  United  States  has  lost  more  than  3  milhon 
manufacturing  jobs,  due  in  part  to  increased  competition  firom 
First    World    nations    and    from    the    newly    industrializing 
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countries  of  Brazil,  Korea,  Taiwan  and  others.  Concomitantly, 
U.S.  manufacturers  began  moving  production  "offshore," 
investing  increasingly  in  manufacturing  facilities  in  low-wage 
countries  such  as  Mexico. 

Jobs  have  been  lost  primarily  from  the  previously  high-paying 
manufacturing  sector  that  had  been  the  backbone  of  the  blue- 
collar  middle  class  since  the  Depression  era  of  the  1930s.  The 
disappearance  of  these  jobs  has  contributed  to  a  decline  in 
average  real  wages  since  1973  and  to  a  shrinking  middle  class.' 

At  the  same  time,  many  of  the  new  jobs  created  during  this 
period  have  been  in  lower-paying  service-sector  employment. 
Some  assume  environmental  regulations  have  played  a  key  role 
in  this  shift  from  manufactiuing  to  service  employment.  Critics 
suggest  expemsive  environmental  protection  measures  have: 

•  Led  to  the  shutdown  of  manufacturing  plants, 

•  Encouraged    the    flight    of    U.S.     manufacturing    capital 
overseas,  and 

•  Reduced  domestic  investment  in  new  jobs  by  hampering 
productivity  growth. 

Much  data  has  been  collected  to  attempt  to  determine  the 
reasons  for  this  decline  in  American  manufacturing.  Since  1987, 
the  Labor  Department  has  compiled  information  on  layoffs  that 
have  idled  more  than  50  workers.  Seventy-five  percent  of  firms 
in  the  dvihan  economy,  covering  57  percent  of  the 
manufacturing  work  force,  have  been  included  in  this  survey. 
Employers  are  asked  to  Ust  the  primary  cause  of  layoffs.  The 
data  for  the  years  1987  through  1990  are  shown  in  Chart  2. 

The  Labor  Department  survey  leads  to  a  conclusion  that  the 
impact  of  environmental  laws  and  regulations  on  factory- 
shutdown  decisions  is  minimal.  On  average,  according  to 
employers'  estimates,  environmental  protection  spending 
accounted  for  less  than  0.1  percent  of  mass  layoffs  nationwide 
from  1987  through  1990,  and  these  tended  to  occur  in  the  more 
highly  polluting  industries  such  as  chemical  manufacturing  and 
lead  smelting. 


'  Mishel,  "The  Late  Great  Debate  on  Deindustrialization,''  Challenge,  1989, 
Vol.  32,  No.  1  pp.  36-44. 
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Four  plants  per  year,  out  of  more  than  2,500  closed  annually, 
were  found  to  have  closed  primarily  because  of  environmental  or 
safety  problems  during  the  years  cited. 

The  numbers  can  be  doubled  to  roughly  account  for  the 
remainder  of  manufacturing  layoffs  that  were  not  included  in 
the  survey.  This  leads  to  an  average  figure  of  1,300  jobs  lost  per 
year.  As  a  comparison,  40  times  more  jobs  were  lost  as  a  resvdt 
of  ownership  changes  in  leveraged  buyouts  and  mergers.* 

For  instance,  IBM  permanently  laid  off  18,000  workers  in  a 
single  year,  1990,  to  contain  costs  in  the  face  of  heavy 
competition.  This  was  nearly  four  times  the  total  linked  in  the 
Labor  Department  survey  to  environmental  protections  over  a 
span  of  four  years  ending  with  1990. 

The  data  indicate  environmental  protection  expenses  alone  are 
not  substantial  enough  to  cause  the  shutdown  of  an  otherwise 
healthy  plant.  Anti-pollution  regulations,  however,  could  rank 
among  several  factors  in  making  production  at  certain  locations 
improfitable. 

Another  common  assiunption  is  that  manufacturers  are  shifting 
their  investment  capital  to  Third  World  nations  to  avoid 
stringent  pollution  regulations,  thus  hampering  the  creation  of 
industrial  manufactiuing  jobs  in  the  United  States. 

Studies  conducted  to  date  do  not  support  this  Eissiunption.  The 
effect  on  investment  decisions  of  environmental  protection  costs, 
according  to  the  best  data  available,  would  appear  negligible. 
Pollution  control  costs  reinge  in  the  vicinity  of  1  percent  to  2 
percent  of  business  expenses.  A  1992  study  by  economist 
Timothy  Koechlin'  identified  the  primary  determinants  of  U.S. 

'  It  has  been  argued  that  opinion  evidence  of  the  type  used  by  the 
Department  of  Labor  is  inherently  unreliable.  For  instance,  in  the  above 
data,  several  categories  listed  separately,  such  as  bankruptcy,  contract 
cancellation,  import  competition,  material  shortages,  and  overseas  relocation, 
could  have  been  caused  by  comparatively  higher  product  costs  due  to 
environmental  regulation,  even  though  this  category  was  separately  listed. 
Balancing  this  fact,  however,  is  the  fact  that  the  annual  figure  of  1,300  comes 
from  information  supplied  by  employers.  If  some  employers  were  opposed  to 
environmental  restrictions,  they  might  have  had  an  incentive  to  Unk  their 
layoffs  to  those  restrictions  in  reporting  them  to  the  Labor  Department. 
'  Timothy  Koechlin,  "Determinants  of  the  Location  of  USA  Foreign 
Investment,'  International  Review  of  Applied  Economics,  1992,  Vol.  6,  No.  2, 
pp.  203-216. 
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investment  abroad,  in  order  of  importance,  as  a  country's 
market  size,  wages,  tax  rates,  political  stability,  its  access  to  the 
European  market  and  its  distance  from  the  United  States. 
Also,  a  look  at  the  destination  of  U.S.  investment  capital  does 
not  support  any  claim  that  manufacturers  are  disinvesting  in 
the  United  States  and  moving  to  low-regulation  venues. 

At  the  beginning  of  1992,  79  percent  of  all  U.S.  manufacturing 
investment  abroad  occurred  in  other  highly  developed  nations, 
rather  than  in  less-developed  coimtries.  The  United  Kingdom, 
Canada,  Germany,  and  Switzerland,  all  highly  developed 
nations  with  advanced  industrial  economies,  received  the  largest 
dollar  amounts  of  U.S.  foreign  investment.  Germany,  the 
country  with  the  third-highest  share  of  U.S.  investment  dollars, 
was  also  the  country  with  the  strictest  pollution  control 
regulations,  as  measured  by  the  percentage  GNP  devoted  to 
environmental  protection. ' 

Much  of  the  remaining  21  percent  of  U.S.  investment  dollars 
went  to  Mexico  and  Brazil.  Mexico  is  close  to  the  United  States 
geographically,  while  Brazil  has  a  large  internal  market  of  its 
own.'  This  is  consistent  with  Koechlin's  research  showing 
market  availability  and  location  as  primary  determinants  in 
investment  decisions. 

Is  there  proof  indicating  that  industries  are  relocating  to  nations 
with  less  stringent  environmental  policies  to  minimize 
compliance  costs?  Empirical  studies  refute  this  hypothesis. 
Studies  done  at  Cambridge  University,  the  University  of 
Maryland,  and  at  Harvard  University  also  found  Httle  or  no 
evidence  that  pollution  control  measures  have  exerted  any 
systematic  effect  on  international  trade.' 


•ibid. 

Russel  B.  Scholl,  Raymond  J.  Mataloni,  Jr.,  and  Steve  D.  Bezerganian,  The 
International  Investment  Position  of  the  United  States  in  1991,"  Survey  of 
Current  Business,  1992,  Vol.  72,  No.  6  pp.  46-59. 

'  H.J.  Leonard:    Pollution  and  the  Struggle  for  World  Product,    Cambridge 
England:  Cambridge  University  Press,  1988. 

JJl.  Tobey,  The  Effects  of  Domestic  Environmental  Policies  on  Patterns  of 
World  Trade:  An  Empirical  Test,"  KYKLOS  43,  No.2, 1980;  pp.191  209. 
M.E.  Porter,   The  Competitive  Advantage  of  Nations,  New  York:    The  Free 
Press,  1990,  pp.  728-729. 
Bezdek,  Roger  H.  Environment,  Vol.  36,  No.  7,p.  6  Sept  1993. 
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The  seminal  work  done  by  Professor  M.E.  Porter  at  Harvard 
went  even  farther.  Porter's  study  showed  that  not  only  did 
environmental  protection  costs  not  hinder  the  comparative 
advantage  of  heavily  regulated  nations,  to  the  contrary,  those 
nations  with  the  strictest  environmental  laws  also  had  the 
highest  rates  of  economic  growth  and  job  creation. 

Finally,  Maureen  Cropper  and  Wallace  Gates  of  the  University 
of  Maryland  did  an  extensive  literary  review  for  Resources  for 
the  Future  in  Washington  D.C.,  and  found  that  as  of  June  of 
1992,  "^domestic  environmental  poUcies,  at  least  to  this  point  in 
time,  do  not  appear  to  have  had  significant  effects  on  patterns  of 
international  trade." '" 

What  types  of  jobs  are  created  by  environmental  protection 
spending?  Statistical  analysis  shows  environmental  protection 
provides  employment  heavily  weighted  to  the  traditional  blue- 
collar  manufacturing,  transportation,  communication,  and 
utility  sectors.  These  sectors  represented  22  percent  of  non-farm 
jobs  in  1991,  but  accounted  for  a  sizable  57  percent  of 
employment  generated  by  environmental  protection  spending. 
These  include  jobs  in  recycling  bottles,  cans,  and  other  materials 
as  well  as  the  manufacture  of  pollution  abatement  equipment 
and  alternative  energy  components. 

Are  environmental  jobs  primarily  in  the  public  sector,  financed 
by  taxpayers?  The  answer  is  no  -  89  percent  are  in  the  private 
sector.  An  11  percent  rate  of  environmental  protection 
employment  in  the  pubUc  sector  compares  to  17  percent 
throughout  the  U.S.  economy.** 

While  it  is  true  the  United  States  is  going  through  a  period  of 
economic  restructuring,  and  dwindling  percentages  of  the  work 
force  are  engaged  in  traditional  manufacturing-based 
employment,  the  data  suggests  environmental  protection  costs 
are,  at  most,  an  insignificant  factor  in  this  trend. 


•  MJ;.  Porter,  'America's  Green  Strategy,"  Scientific  American,  April  1991,  p. 

168. 

"  M.L.  Cropper  and  W.E.  Gates,  "Environmental  Economics.  A  Survey," 

Journal  of  Economic  Literature,  30,  June  1992,  p.  699. 

"  Roger  H.  Bezdek.  "Environment  and  Economy:   What's  the  Bottom  Line?" 

Environment,  1993,  Vol.35,  No.  7,  pp.  7-32. 

"nrid. 
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Job  Losses  in      Critdcs  complain  that  job  growth  is  curtailed  when  natural 
Extractive      resources    are   'locked    up"   in    national    parks    or   protected 
Industries      ecosystems,  such  as  the  formidable  environs  of  the  desert 
tortoise  or  the  old-growth  forests  of  the  northern  spotted  owl. 

Do  laws  protecting  resources  and  ecosystems  res\ilt  in  a  national 
net  loss  of  jobs  in  specific  categories? 

Dr.  Stephen  Meyer,  director  of  the  Project  on  Environmental 
Politics  and  Pohcy  at  the  Massachusetts  Institute  of  Technology, 
has  studied  this  question  at  length.  Meyer  sought  to  determine 
if  there  were  observable  and  substantial  negative  economic 
effects  from  Endangered  Species  Act  (ESA)  listings.  Meyer 
hypothesized  that  with  the  ESA  currently  listing  nearly  800 
species,  and  with  thousands  of  candidate  species  possibly 
eligible  in  the  near  fiiture,  impacts  on  state  economic 
development  should  be  apparent. 

In  his  March  1995  paper,  'Endangered  Species  Listings  and 
State  Economic  Performance,"*  Meyer  estimates  the  impact  of 
endangered  species  listings  on  state  economic  development  from 
1976  to  1990,  the  period  for  which  complete  data  are  available. 

The  study  focused  on  two  indicators  of  state  economic 
performance  that  reflect  development  activity:  construction 
emplc^ment  and  growth  in  gross  state  product.  Construction 
emplojrment  is  chosen  because.  If  the  wei^t  of  endangered 
species  listings  is  sjrstematically  hindering  development 
activity,  for  example,  forcing  delajrs  and  cancellation  of  public 
works  projects  and  spawning  permit  denials  for  residential  and 
commercial  construction,  then  construction  employment 
opportunities  should  be  limited  if  not  actually  depressed."** 

Furthermore,  if  ESA  listings  were  as  devastating  to  local 
economies  as  the  anecdotal  evidence  mi^t  imply,  then  states 
with  hi^  numbers  of  endangered  species  should  suffer 
economioally  in  a  measurable  way.  Hus  negative  impact  would 
be  detectable  throu^  changes  in  the  gross  state  product 

None  of  the  data  studied  support  the  assertion  that  endangered 
spedes    protection    resulted    in    measurable    reductions    in 


"  StoplMii  Bl  Hqrtr.  JOT*  Pr^/tet  «n  KnvinmmtHtal  PoUtie*  and  Policy, 
Juicn  1996. 
WuyWf  p.  2. 
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construction  employment  growth  during  the  time  periods 
studied.  If  ESA  listings  are  negatively  impacting  state 
economies  there  is  no  sign  of  that  impact  in  the  area  of 
construction  employment. 

In  comparing  changes  in  gross  state  product  with  ESA  listings, 
the  pattern  predicted  by  ESA  critics  again  was  not  apparent  in 
the  Meyer  study.  There  is  no  trend  of  declining  economic 
performance  as  species  listings  increase,""  Meyer  found. 
Instead,  modest  rate  increases  in  gross  state  product  were 
observed. 

There  is  another  possibility  that  Meyer's  initial  study  did  not 
take  into  account.  If  states  with  higher  numbers  of  endangered 
species  listings  are  also  states  with  underlying  strong 
economies,  the  ESA  could  be  retarding  the  rate  of  increase  in 
state  economic  growth.  If  this  were  true,  then  it  could  be 
argued,  the  findings  bom.  1975  to  1990  are  irrelevant,  because 
these  states  might  have  performed  even  better  had  they  had 
fewer  species  listings. 

The  impact  of  the  ESA  should  be  evident  when  comparing  each 
state's  growth  rate  during  periods  precedent  and  subsequent.  If 
larger  numbers  of  listings  decelerate  economic  growth,  as  might 
be  suggested,  then  comparisons  of  the  periods  1975  to  1980, 
1980  to  1985,  and  1985  to  1990  would  show  a  tendency  toward 
slower  growth  in  states  with  burgeoning  ESA  lists  relative  to 
states  with  fewer  ESA  Ustings. 

■Hus  hypothesis  also  was  tested  by  Meyer.  In  fact,  contrary  to 
the  hjrpothesis,  as  states  accumulate  species  listings  their 
economic  growth  rates  do  not  decelerate;  in  fact  they  seem  to 
accelerate.  "The  best  predictor  of  a  slowing  economy  is 
dependence  on  extractive  industries,""  Meyer  found.  This  also 
proves  true  for  construction  employment.  The  data  could  not 
support  any  conclusion  that  states  that  had  accumulated  higher 
numbers  of  listed  species  over  time  would  have  enjoyed  stronger 
economic  growth  had  ESA  protections  not  been  implemented. 

Meyer  concludes:  The  data  show  that  endangered  species  listings 
have  not  depressed  state  economic  development  activity  as 
measured  by  growth  in  construction  employment  and  gross  state 

"  Meyer.,  p.  3 
"  Meyer,  p.  9. 
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area,  population,  population  density,  size  of  economy,  structure  of 
economy,  population  growth,  and  time." 

Does  this  study  hold  in  individual  cases  such  as  the  spotted  owl 
controversy,  where  massive  job  losses  were  predicted  when  the 
bird  was  iSrst  proposed  for  Usting?  The  fact  is,  significant  job 
losses  in  the  wood-products  industry  that  affected  timber 
communities  across  ^e  Pacific  Northwest  likely  would  have 
occxirred  even  without  the  controversial  spotted  owl  protections 
triggered  by  the  federal  Endangered  Species  Act. 

These  "lock  up"  protections  of  the  owl's  habitat  reduced  the 
number  of  board  feet  of  old-grovsrth  timber  harvested  in  national 
forests.  Estimates,  based  on  late  1980s  data,  of  direct  and 
indirect  job  losses  fi-om  old-growth  protections  range  fi-om 
around  15,000  to  30,000,  total,  depending  on  the  severity  of  the 
timber  restrictions  and  other  underlying  assumptions." 

But  available  data  indicate  that  sustainable-jrield  forest 
practices,  increased  productivity,  macro-economic  forces  driving 
the  residential  housing  market,  and  regional  production  shifts 
exert  a  greater  force  on  jobs  in  the  timber  industry  than  do 
environmental  laws  apd  regulations. 

Opponents  of  the  Endangered  Species  Act  argue  that,  but  for 
environmental  restrictions,  jobs  in  the  wood-products  industry 
would  have  been  largely  preserved.  Some  politicians  predicted 
an  epidemic  of  bank  foreclosures  and  a  severe  recession,  if  not 
an  actual  depression,  as  a  result  of  the  spotted  owl  protections. 
Michael  Burrill,  speaking  for  many  fellow  mill  ovniers,  stated, 
They  just  created  Appalachia  in  the  Northwest."  U.S. 
Representative  Bob  Smith,  firom  Eastern  Oregon,  said  the 
logging  restrictions  "will  take  us  to  the  bottom  of  a  black  hole." 

But  studies  conclusively  show  that  increased  productivity  in  the 
timber  industry  during  the  1980s,  coupled  with  sxistainable- 
yield  practices  necessary  to  ensure  an  adequate  supply  of 
harvestable  timber  into  the  fiitxire,  already  had  doomed 
thousands  of  wood-products  jobs  when  the  owl  protections 
became  law  in  1990. 


"  Meyer,  p.  1. 

Ross  W.  Gorte,  "Economic  Impacts  of  Protecting  Spotted  Owls:  A 
Comparison  and  Analysis  of  Existing  Studies,'  Report  for  Congress  92-922 
£A^,  Congressional  Research  Service,  Washington,  D.C.,  1992. 
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While  timber  profits  were  higher  prior  to  the  spotted  owl 
protections,  robust  harvesting  levels  of  the  1980s  were  widely 
recognized  as  non-sustainable  fit)m  an  industrial  perspective. 
Regulatioiu  to  lower  the  harvest  rates  were  needed  to  ward  off 
depletion  of  federal  timber  resources,"  regardless  of  whether 
additional  actions  were  taken  to  protect  the  owl.  The  U.S. 
Forest  Service  drafted  new  forest-management  rules  that 
dramatically  reduced  the  number  of  board  feet  cut  on  federal 
land.  A  report  based  on  six  separate  emplojrment  studies 
concluded  the  new  management  plans  would  have  emplojonefit 
impacts  ranging  fix)m  approximately  half  as  large  to  aa  large  as 
spotted  owl  protection  itself 

Moreover,  the  number  of  workers  reqviired  to  produce  each 
board  foot  of  timber  had  dropped  in  recent  years,  significantly 
boosting  productivity  in  the  highly  competitive  wood-products 
industry.  From  1980  through  1988,  during  a  period  m  which 
finished  timber  output  grew  by  19.2  percent,  automation  and 
productivity  advances  eliminated  over  13,800  jobs  in  the 
industry. 

According  to  a  1991  study,"  if  current  productivity  gains 
continue,  productivity-induced  direct  employment  losses  will 
total  in  excess  of  33,500  by  2010,  roughly  three  times  the 
number  of  direct  jobs  likely  to  be  lost  as  a  result  of  old-growth 
protection  for  the  northern  spotted  owl. 

Furthermore,  many  lost  timber  jobs  have  been  related  to  the 
general  slowdown  in  the  economy.  From  1990  to  1992,  20,000 
workers  were  laid  off"  in  the  industry.  This  cyclical 
unemployment,  resulting  fi-om  decreases  in  residential 
construction,  is  a  permanent  byproduct  of  resource-dependent 
industries.  How  much  of  this  job  loss  is  permanent  is  not  yet 
clear. 

In  the  past  five  years,  Oregon  has  lost  about  14,000  jobs  in 
forest  products,  and  Washington  about  5,300,  according  to  the 
Washington  State  Emplosrment  Security  Department.  However, 


"  Michael  Anderson  and  JefBrey  T.  Olson,  "Federal  Forests  and  the  Economic 
Base  of  the  Pacific  Northwest,"  Wilderness  Society,  Washington  DC,  1991. 
"  V.  Alaric  Sample  and  Dennis  C.  LeMaster,  "Assessing  the  Employment 
Impacts  of  Proposed  Measures  to  Protect  the  Northern  Spotted  Owl,"  Forest 
PoUcy  Center,  Washington  D.C.,  1992. 
"  Op.  Cit. 


-21- 


250 


Myths  ofJobt  Venua  Retourcev 

Environmental  Protectiona  and  Economic  Growth 


other  studies  indicate  that  by  the  year  2040  about  h£ilf  of  these 
jobs,  and  the  old-growth  forests  they  depend  on,  would  be  gone 
without  adequate  timber-cutting  restrictions.'' 

Furthermore,  timber  production  has  shifted  to  the  southern 
United  States.  As  a  result  of  restrictions  in  the  Northwest, 
Anderson  and  Olson  report,  the  nation's  seven  largest  lumber 
and  pl>wood  manufacturers  reduced  capacity  in  the  Northwest 
by  34  percent  from  1978  to  1990  while  increasing  capacity  in  the 
South  by  121  percent.  There  are  clearly  pockets  of  poverty  in 
areas  of  the  Northwest,  especiaUy  in  the  smaller,  more  remote 
timber  towns  of  Oregon,  Washington,  and  California.  But 
economic  studies  in  Oregon  show  no  county  has  an 
unemployment  rate  higher  than  7.8  percent. 

In  Oregon,  the  nation's  top  timber-production  state,  recent 
studies  have  surprised  many.  Four  years  into  a  dramatic 
curtailment  of  logging  in  the  federal  forests,  the  state  has  posted 
its  lowest  unemployment  rate  in  a  generation  -  just  over  5 
percent,  compared  to  a  national  rate  of  5.9  percent. 

Economists  consider  this  full  employment  ~  a  low  jobless  rate 
that  still  is  significant  enough  to  avoid  the  inflation  induced  by 
a  shortage  of  labor.  In  the  last  year  alone,  the  Oregon  economy 
has  added  nearly  100,000  jobs.  Interestingly,  this  is  precisely 
the  number  of  jobs  that  outspoken  critics  had  claimed  would  be 
lost  to  owl-protection  regulations.  Twenty-thousand  of  these 
jobs  have  been  in  high-technology  fields,  with  companies  such  as 
Hewlett-Packard  and  Sony  opening  and  expanding  plants  in  the 
state.  In  1995,  for  the  first  time  in  Oregon  history,  high 
technology  will  surpass  timber  as  the  leading  source  of  jobs  in 
the  state. 

Moreover,  as  the  number  of  logging  jobs  has  fallen,  the  average 
relative  wage  has  risen.  In  the  peak  year  for  timber  cutting, 
1988,  wage  levels  in  Oregon  were  88  percent  of  the  national 
average.  In  1994  they  were  94  percent. 

Oregon  is  still  the  nation's  timber  basket,  five  years  after 
spotted  owl  protections  were  instituted.  Mills  are  using  smaller 
trees,  grown  on  private  tree  farms,  and  getting  more  use  from 
the  timber  by  processing  previously  discarded  materials.  A 
Springfield,  Oregon,  mill  that  had  closed  in  1989  because  it 

"  Op.  Cit. 
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could  no  longer  buy  large  trees  was  recently  retooled  to  process 
small-dimension  wood  from  tree  farms.  The  mill  now  employs 
450  people."  Oregon  and  Washington  combined  added  about 
4,600  jobs  in  the  forest-products  industry  between  January  1993 
and  January  1995,  according  to  the  Washington  and  Oregon 
Emplo3rment  Development  Departments. 

As  Oregon  has  lessened  its  reliance  on  timber  manufactvuing  it 
has  become  more  appealing  to  high-technology  manufacturing, 
mitigating  net  job  losses.  Despite  a  negative  impact  on  some 
timber-dependent  communities,  the  overall  results  show  a 
neutral  economic  impact,  at  worst. 

This  is  not  meant  to  downplay  the  extent  of  impact  in  those 
communities  where  timber  job  losses  have  been  most  severe,  but 
rather  to  indicate  that  economy-wide,  Oregon  has  done  well. 
Loggers  and  mill  workers  will  most  likely  not  fill  the  high-tech 
jobs,  and  appropriate  programs  are  clearly  necessary  to  deal 
with  their  long-term  survival. 

Impacts  on  the      Timber-harvesting  practices  are  a  m^jor  contributor  to  riverine 

Fishing  Industry      habitat    damage    both    on    and    off  national    forest    lands.'" 

Consequently,  an  accurate  assessment  of  the  overall  economic 

impacts  of  changing  harvest  levels  should  include  effects  on  the 

fishing  industry,  an  important  sector  of  the  Northwest  economy. 

At  least  106  mtgor  populations  of  salmon  and  steelhead  on  the 
West  Coast  have  been  driven  extinct,  and  over  214  native 
salmonid  stocks  risk  extinction  in  the  Northwest,  according  to 
the  American  Fisheries  Society." 

Causes  of  these  extinctions  are  cimiulative,  but  the  loss  of 
riverine  habitat  is  among  the  primary  factors."  Although  the 
numbers  of  salmon  caught  each  year  peaked  a  century  ago,  the 
commercial  salmon  harvest  is  still  large  and  the  fish-processing 


"  Timothy  Egan,  "Oregon,  Foiling  Forecasters,  Thrives  as  it  Protects  Owls," 

N.Y.Times,  Tuesday,  October  11, 1994. 

**  J.  R.  SedeU  and  F.  H.  Everest.  1991. 

"  W.  Nehlsen,  J.E.  Williams  and  JA.  Lichatowich,  "Pacific  Salmon  at  the 

Crossroads:   Stocks  at  Risk  from  California,  Oregon,  Idaho,  and  Washington 

Fisheries,"  1991, 16(2):4-21. 

"  "Historic  Changes  in  Pool  Habitat  for  Columbia  Basin  Salmon  under  Study 

for  TES  Listing,"  Pacific  Northwest  Research  Station,  USDA  Forest  Service, 

Corvallis,  OR. 
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industry  is  still  important.  Fishermen,  their  suppliers, 
processors,  distributors  and  marketers  depend  on  the 
commercial  catch  for  their  jobs  and  income. 

The  Pacific  Rivers  Council  in  1992  identified  15,000  jobs  in  the 
Pacific  Northwest  that  were  dependent  on  the  commercial 
salmon  fishery  alone  in  1988."  Of  these,  4,450  were  in  Oregon, 
6,800  in  Washington,  and  4,000  in  California.  All  15,000  of 
these  jobs  would  be  threatened  if  the  federal  government 
canceled  the  salmon  season  due  to  non-sustainable  fish 
populations. 

Total  job  losses  in  commercial  fishing  in  California  fi^m  all 
fisheries  are  represented  in  Chart  3.  While  habitat  degradation 
is  not  the  sole  reason  for  these  job  losses,  all  available  studies 
indicate  it  is  a  significant  causative  factor. 

The  recreational  fishing  industry,  a  prime  tourist  attraction  and 
source  of  economic  growth,  also  is  threatened  by  riverine  habitat 
destruction  firom  non-sustainable  forestry  practices. 

A  number  of  studies  have  addressed  spending  by  recreational 
anglers  and  their  resulting  economic  impacts.  Only  one  of  them, 
the  "1985  National  Survey  of  Fishing,  Hunting,  and  Wildlife- 
Associated  Recreation,"  by  the  U.S.  Fish  and  Wildlife  Service, 
covers  the  entire  Pacific  Northwest.  It  reports  that  trip-related 
expenditures  on  fishing  by  anglers  in  1985  totaled  $322.4 
million  in  Washington,  $226.6  miUion  in  Oregon,  $106.8  million 
in  Idaho,  and  $1,235  biUion  in  California. 


"  The  Economic  Imperative  of  Protecting  Riverine  Habitat  in  the  Pacific 
Northwest,  Pacific  Rivers  Council  Inc.,  Research  Report,  Nov.-  Jan.,  1992. 
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CHARTS 

SALMON  FISHING  INDUSTRY 

OFFSHORE  AND  ONSHORE  COMMERCIAL  FISHING  JOB  LOSSES* 


60,000 


50,000  -  * 


40,000  -  - 


V  30,000  -  - 


20,000  -  - 


10,000  -  - 


Source:  Pacific  FUheries  Marine  Coundl  (PFMC)  1992  Ocean  Salmon  Fisheries  Report 
'Based  on  PFMC  job-to-vessel  multiples  of  1 .6  for  offshore  and  8  for  onshore 
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CHART 4 

THE  ECONOMIC  IMPACT  OF  COMMERCIAL  AND 
RECREATIONAL  FISHING  IN  CALIFORNIA,  1992 


ladnatiy 
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1484 


$      3,612 


N/A 


$      6.699 


$  622.786 


6.747 


Number 
Employed 


885 


279 


1,522 
652 


$       6.617 


$  804.367 


23J70 


8,567 


15466 


12.058 


$  174.669 


0.86* 


$  328.618 


1.27% 


•     Recreation  values  for  1985  were  a4ju8ted  for  inflation  to  their  1991 

equivalent,  assuming  similar  recreational  fishing  spending  in  1992  and 

1995. 
••    Recreational  vehicles  include  travel,  tent,  or  boat  trailers,  motor  homes 

pickups,  campers  or  vans,  trail  bikes,  dune  buggies,  and  four-wheel-drive 

vehicles. 
*••  Recreational  services  include  guide,  pack  and  package  fees,  pubUc  and 

private  land  use  fees,  equipment  rental,  and  dues  and  contributions  to 

organizations. 
Sources:  Pacific  Fisheries  Marine  Council  calculations;  CaUfomia 
Department  of  Finance  and  California  Statistical  Abstract  provided 
'California  Total'  personal  income  and  employment  figures  and  the  base 
values  from  which  the  impacts  were  assessed. 

Pacific  Northwest  commercial  and  recreational  salmonid 
fisheries  have  an  estimated  economic  impact  of  over  $1  billion  a 
year,  according  to  the  Pacific  Rivers  Coimcil."    Without  forest 


Economic   Imperative    of  Protecting   Riverine    Habitat   in   the    Pacific 
Northwest,  supra. 
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protections  and  habitat  restoration,  these  jobs  are  at  risk.  The 
impact  of  all  commercial  and  recreational  fishing  combined  is 
represented  in  Chart  4,  which  shows  over  174,000  jobs  directly 
related  to  fishing  activities. 

The  Pacific  Rivers  Council  report  concludes: 

Dramatic  protection  must  be  implemented  on  public  land  ...  if 
extinctions  are  to  be  prevented  and  if  the  seed  stock  for  future 
economic  impact  is  to  be  preserved.  It  is  not  enough  to  protect  the 
habitat  that  is  still  intact.  Lost  habitat  must  be  restored. 
Watersheds  of  good  recovery  potential  must  be  identified  and 
forest  management  mandates  that  protect  and  restore  the  critical 
ecological  functions  must  be  established.  Significant  changes  in 
forest  land  management  will  be  the  critical  underpinning  of  each 
habitat  recovery  plan,  including  reforestation  and  bans  on 
harvesting  near  ecologically  significant  streams,  on  steep  slopes, 
in  alluvial  areas  and  floodplains. 

Thus,  the  fact  that  fishing  industry  jobs  may  be  saved  or 
restored  as  a  result  of  restricting  timber  harvests  is  a  mitigating 
factor  in  determining  the  overall  economic  impacts  of  those 
environmental  protections. 

Environmental-      On  balance,  the  available  studies  indicate  that  environmental 

Protection  Jobs      protection  spending  has  led  to  a  smaU  net  increase  in  the 

niunber  of  jobs  in  the  U.S.  economy.    Job  losses  as  a  result  of 

resource  conservation  can  be  subtracted  fi-om  the  job  gains  that 

result  fi-om  environmental-technology  products  and  services. 

Developing  nations  often  need  the  kinds  of  products  and  services 
designed  to  meet  environmental  protection  mandates  in  the 
United  States.  In  addition,  many  international  lending  and 
development  institutions  require  environmental  controls,  such 
as  instrumentation  and  monitoring  equipment,  before  they  will 
consider  projects  for  fianding.  Forty-eight  percent  of  the  World 
Bank's  1990  project  loans  reqxiired  environmental  components. 

For  example,  Thailand  decided  to  install  scrubbers  on  its  coal- 
fired  power  plants  after  a  single  episode  of  air  pollution  sent 
more  than  4,000  of  its  citizens  to  doctors  and  hospitals.  Smog- 
bound  Mexico  City  is  turning  to  emission  controls  on  its  cars  and 


"  United  States  Department  of  Commerce,  1994. 
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factories.  Taiwan  is  requiriii^  catalytic  converters  on 
motorcycles. 

Such  mandates  wiU  almost  excliisively  benefit  Gtermany 
because,  as  Harveu-d  Business  School  economist  Michael  Porter 
explains,  "Germany  has  had  perhaps  the  world's  tightest 
regulations  in  stationary  air  pollution  control,  and  German 
companies  appear  to  hold  a  wide  lead  in  patenting  and  exporting 
air-pollution  reduction  and  other  environmental  technologies." 

In  the  United  States,  environmental  standards  were  releixed 
significantly  during  the  Reagan  and  Bush  years,  often  in  the 
neime  of  competitiveness.  As  a  result,  as  much  as  70  percent  of 
the  air-pollution  control  equipment  sold  domestically  is 
produced  by  foreign  companies.'^ 

In  Germany,  a  passion  for  environmental  protection  was  fueled 
initially  in  the  1970s  and  early  1980s  by  reports  of  waldsterben, 
or  "forest  death"  ~  the  widespread  damage  to  the  country's 
forests  caused  by  air  pollution.  Germtmy's  environmental 
consciousness  has  led  to  numerous  programmatic  and 
technological  advances.  Already  running  a  close  race  with  the 
United  States  as  the  world's  leading  exporter  of  merchandise, 
Germany  is  convinced  its  enviroiunental  regulations,  easily  the 
world's  most  stringent,  will  stimulate  the  development  of  a  wide 
range  of  new  "green"  technologies  that  can  be  marketed  globally 
just  as  demand  for  them  is  beginning  to  increase  sharply.  (See 
Chart  5.) 

The  cumulative  effect  of  the  German  pollution-reduction  effort  is 
to  place  Germany  in  a  commanding  position,  as  nations  beset 
with  environmental  problems  search  for  ways  to  reduce 
pollution  quickly  and  inexpensively.  It  has  surpassed  the 
United  States  as  the  largest  exporter  of  environmental  goods 

It  has  been  argued  that  the  market  for  enviroiunental  technologies  will  be 
served  by  U.S.  companies,  regardless  of  the  level  of  environmental  laws  in  the 
U.S.  A  coxinter  argument  is  that,  while  market  demand  may  be  sufficient  to 
promote  development  of  simple,  non-technological  products  such  as  buggy 
whips,  environmental  standards  established  by  the  government  drive  the 
technology  for  complex,  sophisticated  products.  Advances  in  Germany  exist 
as  a  result  of  government  mandates,  placing  German  firms  in  a  position  to 
capture  the  market  as  developing  countries  establish  mandates  of  their  own. 
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and  services  at  $11  billion  in  products,  to  America's  $10.5  billion 
and  Japan's  $5  billion." 

As  in  the  United  States,  environmental  initiatives  in  Germany 
are  not  imiversally  popular.  Wolfgang  ffiger,  the  chairman  of 
Hoechst,  Germany's  largest  chemical  company,  complained 
bitterly  in  1991  that  the  government  had  lost  all  sense  of 
proportion.  He  claimed  that  regulations  threatened  his 
company  with  losses  of  $100  million  and  over  250  jobs." 

Edda  Muller,  former  chief  aide  to  Germany's  minister  for  the 
environment,  in  defending  the  economic  impacts  of  strict 
environmental  regulation,  has  stated,  "What  we  are  doing  here 
is  economic  policy,  not  environmental  poUcy.""  Takefumi 
Fukumizu,  representative  to  the  United  States  for  Japan's 
powerful  Ministry  of  International  Trade  and  Industry  (MITI), 
says  industrialists  in  his  country  see  "an  inescapable  economic 
necessity  to  improve  energy  efficiency  and  environmental 
technologies,  which  they  believe  will  reduce  costs  and  create  a 
profitable  worid  market.  The  potential  profit  in  such  a  market 
is  limitless." 

While  increased  environmental  spending  has  generated  U.S. 
jobs,  there  are  also  real  costs,  in  terms  of  other  goods  and 
services  that  have  been  foregone.  These  must  be  factored  into 
any  equation  measuring  the  overall  impact  of  these  laws  and 
regulations. 

Certain  industries,  for  instance,  are  highly  susceptible  to 
environmental  regulatory  costs.  This  would  appear  to  be  the 
case  for  a  small  number  of  highly  polluting  industries.  These 
include  manufacturers  of  highly  toxic  substances  such  as 
asbestos  and  selected  pesticides;  copper,  zinc  and  lead 
processing,  and  several  producers  of  organic  chemicals. 

Assessing  the  overall  impact  on  the  economy  is  more 
problematic.      A   1990   study  by   Dale  Jorgensen   and   Peter 


"U.S.  Congress,  1994,  p.  118.  r,  •.  j 

"  Curtis  Moore  and  Alan  Miller,  Green  Gold:  Japan,  Germany,  the  United 
States,  and  the  Race  for  Environmental  Technology,  1994,  p.  118. 
"  Ibid. 

"  H.  Jeffrey  Leonard,  "Are  Environmental  Regulations  Driving  U.S.  Industry 
Overseas?"  1994,  Conservation  Foundation,  Washington,  D.C.,  1984. 
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Wilcoxen''  estimates  that  environmental  regiilations  slowed 
economic  growth  by  about  0.2  percent  per  year  between  1974 
and  1985.  This  study  looks  at  resources  used  and  goods 
produced  to  measure  economic  growth.  Consequently,  the  GNP 
was  about  2.5  percent  less  by  the  early  1990s  than  it  would  have 
been  in  the  absence  of  regulations.  The  authors  did  not  estimate 
the  impacts  on  employment.  If  one  extrapolates  from  their  data, 
it  is  possible  to  come  up  with  the  figure  of  3  million  fewer  jobs 
nationally  between  1974  and  1992  as  a  result  of  environmental 
regulations.  However,  there  is  a  major  flaw  in  this  work.  The 
study  fails  to  address  the  number  of  jobs  that  result  from  thes 
same  regulations.  A  study  conducted  at  the  same  time  hy 
Management  Information  Services,  Inc.  found  that 
environmental  regulations  created  4  million  jobs  during  the 
same  period."  This  does  not  mean  that  the  net  impact  on  jobs 
can  be  said  to  be  1  million  created,  as  the  studies  are  different. 
It  does  however,  cloud  the  interpretation  of  Jorgensen's  and 
Wilcoxen's  results. 

Jorgensen's  and  Wilcoxen's  work  is  also  interesting  in  that  it 
contains  many  of  the  customary  flaws  in  standard  input-output 
modeling.  As  the  authors  themselves  admit,  they  make  no 
attempt  to  assess  benefits  that  might  accrue  to  producers  or 
consumers  as  a  result  of  these  laws.  Their  models  do  not 
account  for  industries  that  result  from  compUance  with 
environmental  regulations,  or  export  opportunities  that  may 
arise. 

It  should  also  be  noted  that  other  researchers,  modeling 
econometric  input-output  studies  similar  to  the  Jorgensen  and 
Wilcoxen's  model,  have  come  to  very  different  conclusions.'* 

"  Dale  W.  Jorgensen  and  Peter  J.  WUcoxen,  "Environmental  Regulation  and 
U.S.  Economic  Growth,"  Rand  Journal  of  Economics,  1990,  Vol  21  No  2  dd 
314-340.  '       '  '^*^ 

"  Management  Information  Services  Inc.,  The  Net  Impact  of  Environmental 
Protection  on  Jobs  and  the  Economy,  Washington  D.C.:  MISI,  March  1993. 

Coiincil  on  Economic  Priorities,  Jobs  and  Energy:  The  Employment  and 
Economic  Impacts  of  Nuclear  Power,  Conservation,  and  Other  Energy 
Options,  New  York:  Council  on  Economic  Priorities,  1979.  The  authors 
compared  the  effects  of  using  environmentally  benign  energy  sources  instead 
of  fossil-fuel-based  sources  and  concluded  that  their  use  would  result  in 
positive  economic  and  job  benefits. 

R.  Grossman  and  G.  Daneker,  "Energy,  Jobs,  and  the  Economy,"  Boston, 
Mass.  Alyson  Publications,  1979.  The  authors,  also  from  the  Council  on 
Economic  Priorities,  came  up  with  similar  results. 
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Conclusion  The  numerous  studies  available  show  the  overall  impact  of 
environmental  protections  on  the  U.S.  economy  is  not 
significant.  Job  losses  or  gains  as  a  result  of  federal 
environmental-protection  laws  have  not  had  a  great  impact  on 
either  the  loss  of  manufacturing  jobs  or  decisions  to  invest  in 
less-developed  nations.  Overall,  national  timber  harvests  have 
not  declined  as  a  result  of  spotted  owl  protections  —  reductions 
in  the  Northwest  have  been  compensated  by  increased  timber 
production  in  the  South.  Furthermore,  reductions  in  timber 
harvests  should  lead  to  restorations  in  fishery-based 
employment,  thus  mitigating  economic  impacts. 

The  question  still  remains:  What  are  the  impacts  of 
environmental  laws  on  individual  states  and  jiirisdictions  and, 
in  particular,  on  California?  Was  the  California  recession  made 
worse  by  the  level  of  environmental  regulation  in  the  state? 

CHARTS 

GLOBAL  GROWTH  OF  ENVIRONMENTAL  E«)USTRY 

1993-1998 
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Chapter  lit 

The  California  Economy 

Caiifomia  Economy  California  has  long  prided  itself  as  the  destination  for 
Remains  Sluggish  visionaries,  entrepreneurs  and  innovators,  who  have  built  the 
Golden  State  into  one  of  the  world's  most  vibrant  economies. 
Even  in  troubled  times,  Caiifomia  remains  the  world's  eighth- 
largest  economic  power  with  a  gross  state  product  that  exceeds 
$800  billion.  With  32  milhon  residents  and  10  million 
households,  Caiifomia  is  by  far  the  nation's  largest  state 
market. 

The  recession  of  the  1990s,  however,  has  destroyed  the  image  of 
Caiifomia  as  golden.  Much  of  the  self-confidence  that 
characterized  the  state  is  evaporating  along  with  the  mihtary 
bases  and  defense  spending  that  fueled  the  boom.  Structural 
problems  facing  Caiifomia  are  far  greater  than  those  in  the  U.S. 
economy.  This  difference  becomes  clear  in  reviewing  Chart  7, 
where  job  losses  and  gains  in  Cahfomia  are  compared  with 
those  in  the  national  economy  for  various  categories  of 
industries. 

Even  with  the  continuing  U.S.  economic  recovery,  the 
Caiifomia  economy  is  lagging.  As  shown  in  Chart  8  ,  there  is  a 
large  gap  in  employment  growth  between  a  "normal  recovery" 
and  the  expected  recovery  in  Cahfomia." 


Dr.  John  Oliver  Wilson,  executive  vice  president  and  chief  economist  of 
Bank  of  America,  speech  to  meeting  of  U.C.  Regents,  October  13,  1993. 
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CHART? 

JOB  LOSSES,  GAINS  IN  U.S.,  CALIFORNIA 

(Percent  Change,  July  1990  -  August  1993) 


United  States 

California 

Downsizing  Industries 

(Defense,    construction,    retail    trade, 
finance) 

-1.7 

-6.3 

Highly  Cyclical  Industries 

(Wholesale  trade,  machinery,  electrical 
equipment,  transportation) 

-3.3 

-10.4 

Moderately  Cyclical  Industries 

(Business    services,    instruments,    food 
processing,    printing    and    publishing, 
apparel) 

+2.5 

-0.3 

Stable-Growth  Industries 

(Health     services,     engineering,     and 
management  services,  communications, 
utiUties) 

+3.6 

+1.7 

The  Recession  of 

1990-93:  How  Many 

Jobs  Were  Lost? 


If  the  Cahfomia  economy  were  recovering  in  tandem  with  the 
U.S.  economy,  it  would  have  800,000  more  jobs  than  currently 
exist."  (See  Chart  9.) 

Chart  9  details  the  extent  of  California's  economic  decline 
during  the  recession,  in  comparison  with  the  rest  of  the  United 
States.  Long-term  job  statistics  have  been  substantiedly  revised 
since  they  were  first  released;  the  Bureau  of  Labor  Statistics 
(BLS)  revised  downward  all  of  California's  job  estimates  for 
1983  through  1991.  According  to  the  BLS,  the  number  of  jobs 
during  that  period  initially  was  over-reported  because  pajrroll 
processing  firms  were  double-counting  workers. 


'Ibid. 
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mia 


CHARTS 

EMPLOYMENT  GROWTH  IN  CALIFORNIA 

(In  millions  of  workers) 


1986    1986    1987    1988    1989    1990    1991    1992    1993    1994    1996 


Source.  Bank  of  America 
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CHARTS 

COMPARISON  OF  JOB  TRENDS  BETWEEN  CALIFORNIA  AND  THE  U.S. 

July  1990  •  December  1993 
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For  July  1990,  the  effect  of  the  BLS  revision  was  to  lower  the 
baseline  number  of  jobs  at  the  beginning  of  the  1990-93  recession 
from  12,901,500  to  12,542,600  -  a  reduction  of  more  than 
350,000  jobs. 

At  the  same  time,  the  BLS  revised  another  figure,  this  one 
pertaining  to  the  number  of  employed  residents,  or  workers. 
This  revision,  making  California's  figures  consistent  with  the 
1990  census  estimates  of  workers  in  California,  raised  the 
estimated  number  of  California  workers  during  the  recession. 

The  BLS  and  Employment  Development  Department  officially 
estimate  that  total  nonagricultural  wage  and  salary  jobs 
(seasonally  adjusted)  fell  by  just  over  600,000  in  California 
between  the  peak  in  July  1990  and  the  low  point  in  December 
1993.  Prior  to  the  revision,  a  figure  of  950,000  lost  jobs  was 
generally  accepted,  thus  magnifying  the  perception  of  the 
severity  of  the  economic  downturn.  (See  Chart  10,  adjusted 
indicators  of  job  loss.) 


CHART  10 

INDICATORS  OF  JOB  LOSS 

July  1990  -  December  1993 
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Between  July  1990  and  May  1991,  the  number  of  jobs  in  the  U.S. 
and  California  economies  feU  by  1.3  percent,  as  shown  in  Chart 
9.  Chart  7  shows  the  diflFerence  in  job  losses  by  sector  during  the 
same  period.  The  nationwide  recession  was  a  cause  of  job  losses 
in  California,  but  does  not  explain  the  magnitude  of  California's 
downturn  when  compared  with  the  United  States  as  a  whole. 

The  serious  slump  in  California  occurred  after  the  national 
economy  began  its  recovery.  Cahfomia  remained  in  recession  for 
another  2  1/2  years.  Between  May  1991  and  December  1993, 
while  the  nation  added  3  milhon  jobs,  the  state  lost  another 
450,000. 

The  fact  that  California  stayed  in  recession  while  the  nation 
began  a  recovery  did  not,  however,  indicate  a  loss  in  long-term 
competitiveness.  California  attracted  a  record  level  of  venture 
capital  in  1993  and  again  in  the  first  quarter  of  1994. 

According  to  the  Center  for  the  Continuing  Study  of  the 
Cahfomia  Economy  (CCSCE),  a  respected  source  of  independent 
information  about  long-term  economic  trends  in  California,  the 
1990-93  recession  was  deeper  and  longer  in  California  as  a  result 
of  four  specific  factors: 

•  A  sharp  decline  in  residential  building, 

•  A  fall  in  federal  defense  spending, 

•  A  simultaneous  drop  in  commercial  aircraft  orders,  and 

•  A  drop  in  spending  relative  to  income,  which  cost  California 
$28  billion  in  retail  sales  throughout  the  recession."  (See 
Chart  11  for  a  comparison  of  certain  economic  activity.) 

California  Job  Cahfomia's  job  losses  were  not  spread  evenly  across  the  state. 
Losses  in  the  Los  They  were  concentrated  in  Southern  Cahfomia  -  and  Los 
Angeles  Basin  Angeles  County  absorbed  70  percent  of  them.  The  Los  Angeles 
basin,  made  up  of  Los  Angeles,  Orange,  Riverside,  San 
Bernardino  and  Ventura  counties,  accoimted  for  473,500  of 
California's  602,300  lost  jobs  between  July  1990  and  December 
1993.  (See  Chart  12.) 


The  Outlook  for  the  California  Economy,"  Center  for  the  Continuing  Study 
of  the  California  Economy,  1994,  Palo  Alto,  California. 
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CHART  11 

CALIFORNIA  MANUFACTURING  JOBS 

(Thousands) 


1 

July  1990 

December  1993 

Change 

Percent  Change 

Aerospace 

350.4 

219.1 

131.3 

-37.5% 

High  Tech 

01- 

392.0 

346.6 

-45.6 

-11.6% 

Construction- 
Related 

177.0 

134.1 

-42.9 

-24.2% 

Other 
Manufacturing 

1,168.2 

1,062.0 

-94.2 

-8.3% 

Total 
Blanufacturing 

2,077.6 

1,761.7 

-316.9 

-15.2% 

Source:  California  Employment  Development  Department 
Note:  Data  are  not  seasonally  adjusted. 


CHART  12 
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CALIFORNIA  JOBS  BY  MAJOR  REGION 

July  1990  •  December  1993 

(Thousands) 


1 

Region 

July  1990 

December 
1993 

Change 

Percent  of 

State 

Change 

a 

Los  Angeles  Basin 

6,248.0 

6,774.9 

-478.1 

78.6% 

I 

f 

Loa  Angeles  County 

4,130.8 

3,702.3 

-428.6 

71.1% 

San  Francisco  Bay  Area 

2,938.4 

2,832.4 

-106.0 

17.6% 

?• 

Baa  Diego  County 

966.4 

933.9 

-32.6 

6.4% 

r 

SMnuaento  Region 

622.5 

623.9 

1.4 

•0.2% 

... 

RMtofSUte 

1,767^ 

1.776^ 

7.9 

-1.3% 

s 

CiOiferaia 

12,642.6 

11,940.3 

-602.3 

100.0% 

Sonree:  California  Employment  Development  Department:  seasonally  adjusted. 
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Chart  12  shows  that  some  parts  of  the  state,  including 
Sacramento,  actually  gained  a  small  number  of  jobs  during  the 
recession.  The  San  Francisco  Bay  Area  lost  approximately 
100,000  jobs  and  accounted  for  17.6  percent  of  the  losses. 

The  spotty  geographical  distribution  of  job  losses  strongly 
supports  a  hypothesis  that  specific  factors,  not  a  general  and 
persistent  deterioration  in  competitiveness,  accounted  for  most 
of  the  state's  job  losses.  Los  Angeles  County,  for  instance,  also 
was  severely  affected  by  the  aerospace  downturn  and 
construction  declines. 

Business-related  conditions  and  requirements  -  such  as 
workers'  compensation,  public  infrastructure  and  state  taxes  - 
for  the  most  part  are  similar  throughout  CaUfomia.  Therefore, 
the  fact  that  different  geographical  areas  of  the  state  had  very 
different  job  losses  indicates  that  statewide  "business  climate" 
issues  were  not  the  primary  cause  of  California's  long  recession. 
It  might  seem  an  exception  could  be  made  for  Southern 
California's  environmental  regulations,  which  are  significantly 
more  stringent  than  in  the  rest  of  the  state,  but  a  subsequent 
discussion  of  this  issue  (beginning  on  page  41)  will  show  those 
regulations  are  not  tied  to  a  net  loss  of  jobs. 

Defense  Cutbacks      Two  general  explanations  have  been  widely  offered  to  account 
in  the  Los  Angeles      for  the  fact  manufacturing  jobs  fell  more  in  California  than  in 
Basin      the  nation  as  a  whole: 

•  Decreased  defense  spending  led  to  national  dechnes  in 
aerospace  and  high-technology  employment  as  a  result  of  the 
end  of  the  Cold  War,  and/or 

•  A  lack  of  competitiveness  spurred  companies  to  relocate  or 
expand  outside  the  state. 

According  to  the  CCSCE,  evidence  is  now  clear  that  most  of  the 
manufacturing  job  losses  can  be  explained  by  specific  factors  in 
specific  industries.  The  deepest  losses  in  the  memufacturing 
sector  were  in  aerospace  ~  primarily  in  aircraft  and  missile 
production,  and  in  space,  search  and  navigational  equipment. 
More  than  130,000  jobs  disappeared  betv/een  July  1990  and 
December  1993  -  a  drop  of  more  than  one-third  in  the  size  of 
California's  aerospace  manufacturing  sector.  (See  Chart  11.) 
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The  aerospace  job  losses,  not  unique  to  California  ,  were  related 
to  national  trends  that  reduced  aerospace  jobs  by  over  400,000, 
or  30  percent,  in  3  1/2  years. 

It  is  important  to  recognize  that  twin  factors  acted  upon  the 
aerospace  industry.  A  cutback  in  commercial  airline  orders  and 
exports  as  well  as  defense  spending  reductions  caused  drzistie 
declines  in  aerospace  jobs. 

While  this  was  a  substantial  loss,  it  was  not  unprecedented  nor 
unexpected.  Compare  this  cutback  in  miUtary  spending  with 
the  major  reductions  between  1969  and  1971,  when  President 
Nixon  reduced  U.S.  involvement  in  Vietnam.  That  triggered  an 
11.3  percent  drop  in  California  manufacturing  jobs  compeired  to 
losses  of  15.2  percent  between  July  of  1990  and  January  of  1993. 

During  the  most  recent  recession,  high-technology  jobs  fell  by 
11.6  percent  in  California,  mirroring  the  rate  in  the  rest  of  the 
nation  and  leaving  the  state's  share  of  the  national  industry 
unchanged.** 

Losses  in  high-tech  manufacturing  jobs  do  not  represent  a 
decline  in  high-technology  production  in  the  state,  but  instead 
reflect  rapid  increases  in  productivity,  according  to  CCSCE 
statistics.  Fewer  workers  are  producing  more  sales  and  profits. 
In  1993,  high-tech  firms  in  the  Silicon  Valley  reached  record 
sales  and  profits."  According  to  Bank  of  America,  significant 
future  job  growth  can  be  expected  as  a  result  of  productivity  and 
technology  advances.  (See  Chart  13.) 

No  Evidence  of      Are   environmental   regulations  part   of  a   negative   business 
Fleeing  Industry      cUmate  forcing  many  industries  out  of  the  state  to  more  fiiendly 
environs  in  Arizona,  Utah,  Nevada,  Texas  and  elsewhere,  as  is 
commonly  beUeved? 

According  to  CCSCE,  while  the  number  of  persons  coming  to 
California  fi-om  other  states  has  fallen  sheirply  since  1990  in 
response  to  the  recession,  the  nvunber  of  people  leaving 
CaUfomia  has  risen  only  slightly.  Further  eroding  a  notion  that 
jobs  are  heading  across  the  state  borders,  and  skilled  employees 


"  The  Outlook  for  the  California  Economy,"  Center  for  the  Continuing  Study 

of  the  California  Economy,  May  1992. 

"Ibid. 
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with  them,  census  data  show  that  people  who  came  to  California 
from  other  states  between  1985  and  1990  were  more  highly 
educated  and  better  paid  than  those  who  left. 

A  migor  study  of  mtmufactviring-sector  business  relocations, 
reported  in  a  May  1995  draft  report  by  the  California  State 
University,  Fullerton  (CSUF),  Institute  for  Economic  and 
Environmental  Studies,  shows  that  12,000  more  jobs  were  lost 
from  relocations  during  California's  recession  than  were  lost  in 
the  previous  three  years.  (64,413  for  1990,  1991,  and  1992, 
compared  to  62,719  during  1987,  1988,  and  1989).  The  report, 
entitled  "Significance  of  California  Air  Pollution  Control 
Regiilations  for  Business  Locations  Decisions,"  was  prepared  for 
the  California  Air  Resources  Board.  Business  climate  decisions 
are  clearly  one  factor  in  this  rising  number  of  relocations. 
However,  factors,  other  than  pollution  controls  appear  to  be  the 
primary  £ause&  of  this  "business  climate"  problem.  The  report 


concludes  that  the  22  percent  change  in  the  number  of 
relocations  (even  if  all  had  been  related  to  air  pollution 
regulations)  was  not  a  significant  factor  in  California's  recent 
job  losses.  Moreover,  the  number  of  relocations  fell  in  1993, 
although  the  economy  was  still  struggling. 

In  surveys  reported  in  the  CSUF  report,  other  business  climate 
issues,  such  as  workers'  compensation  costs,  taxes,  litigation 
issues,  land  use  permitting,  labor  costs,  and  health  care  costs, 
were  listed  as  the  miQor  business  climate  concerns  leading  to 
decisions  to  relocate.  Air  pollution  regulations  were  not 
identified  as  one  of  the  two  or  three  significant  causes  of  the 
relocations  that  did  occur. 


Southern  California 

Air  Pollution 

Control 

Regulations 


Coiild  the  fact  that  70  percent  of  the  state's  recession-era  job 
losses  occurred  in  Los  Angeles  Cotmty  be  related  to  the  region's 
stringent  air  poUution  regulations? 

The  CSUF  institute  in  April  of  1995  released  an  important 
study  titled.  The  Automobile,  Air  Pollution  Regulation  and  the 
Economy  of  Southern  California  1965-1990."  The  study,  the 
first  of  its  kind,  sought  to  determine  whether  air  quality 
regulations  have  unduly  hampered  economic  growth  in  Southern 
California  when  compared  with  other  parts  of  the  country.  The 
study  focused  on  the  long-term  relationship  between  regulation 
and  economic  performance,  specifically  during  the  period  fix>m 
1965  to  1990. 
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CHART  13 

CHANGES  IN  Am  QUALITY, 

JOBS  AND  POPULATION  IN  THE  SOUTH  COAST  AIR  BASIN* 

1964-1990 


*Los  Angeles,  Orange,  San  Bernardino,  Riverside,  Ventura  Counties 

Footnote:  Lead  ia  ezpreued  as  percent  changes  in  STerage  quarterly  concentrations  in  micrograms  per  cubic  meter. 
Oxone  ia  represented  by  the  percent  change  in  annual  number  of  Stage  I  episodes. 
Population  end  jobs  are  presented  by  percent  changes  in  abaoluto  numbers  of  each. 
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Chart  13  illustrates  the  basic  economic,  air  quality  and 
population  trends  in  the  south  coast  air  basin  from  the  late 
1960s  to  1990.  It  is  dear  that,  while  airborne  lead  and  ozone 
declined  precipitously,  population  and  job  growth  continued  to 
rise. 

California's  early  environmental  standards  were  the  forerunners 
of  federal  controls.  But  the  air  pollution  regulations  in  place 
today  in  the  South  Coast  Air  Quality  Management  District 
(SCAQMD)  are  stricter  than  those  anywhere  in  the  state  or 
nation. 

If  it  is  true  that  strong  environmental  regulations  negatively 
impact  economic  performance,  that  finding  should  surface  in  the 
Cal  State  Fullerton  study,  which  examined  the  most  heavily 
regulated  industries  in  the  most  heavily  regulated  air  basin  in 
the  country. 

According  to  the  study,  the  region's  economic  performance 
improved,  rather  than  deteriorated,  over  time.  The  basin's 
economy  grew  faster  than  the  nation's  during  the  affected 
decades.  Total  jobs  increased  by  more  than  85  percent, 
compared  with  about  53  percent  nationwide.  (See  Chart  14.) 

CHART  14 

GROWTH  IN  TOTAL  JOBS 

LOS  ANGELES  BASIN  AND  UNITED  STATES 

1969-1990 

(Percent) 


1960-1990 

1969-1979 

1979-1990 

Los  Angeles  Basin 

85.3% 

35.8% 

36.4% 

United  States 

52.7% 

24.3% 

22.9% 

Source:  Bureau  of  Economic  Analysis,  U.S.  Department  of  Commerce 

The  study  considered  the  possibility  that  increased  regulatory 
costs  would  affect  job  growth  over  a  period  of  time.  If  this  were 
true,  then  job  growth  in  the  basin  should  have  fallen  relative  to 
national  trends  in  the  1980s,  as  more  stringent  regulations  were 
developed  and  implemented.  The  evidence  studied  did  not 
support  this  hypothesis.    The  Los  Angeles  basin  out-performed 
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the  nation  in  job  growth  by  more  in  the  1980s  than  it  had  in  the 
1970s.  Among  nearly  30  metropoUtan  areas  surveyed  for  the 
study,  it  ranked  roughly  at  the  mid-point  in  both  population  and 
job  growth  ~  suggesting  its  economic  pace  matched  its  growing 
size.  See  Chart  15. 

Air  quahty  regulations  would  be  expected  to  have  more  efifect  on 
the  manufacturing  sector  than  on  other  sectors  of  the  economy 
in  the  Los  Angeles  basin  because  manufacturing  is  an  aresi  the 
SCAQMD  could  most  directly  impact.  Seventy  percent  of  air 
pollution  in  the  region  results  from  mobile-source  emitters  (cars 
and  trucks),  but  the  development  patterns  of  the  region  and  the 
lack  of  public  transit  make  control  of  this  sector  problematic. 
Stationary-source  polluters,  led  by  large  manufactiu'ers, 
especially  the  oil  and  aerospace  industries,  are  much  easier 
objects  for  regulatory  attention.  Though  contributing  only  30 
percent  of  the  air  pollution  in  the  basin,  stationary-source 
emitters  were  the  object  of  the  brunt  of  the  regulations. 

Despite  this  fact,  manufacturing  jobs  grew  by  nearly  17  percent 
in  the  Los  Angeles  basin,  even  as  they  declined  4  percent 
nationally.  The  Los  Angeles  basin  had  5.1  percent  of  U.S. 
manufacturing  jobs  in  1972,  5.9  percent  in  1979,  and  6.3  percent 
in  1990,  as  shown  in  Chart  16. 

Some  firms  have  chosen  to  relocate  outside  the  region.  Air 
quality  regulations  were  not  identified  in  the  study  as  among 
the  most  significant  causes  of  reported  relocations.  One-sixth 
(16.5  percent)  of  regulated  firms  mentioned  air  quality 
regulations  as  an  important  factor  in  their  location  decisions. 

Wage  levels  and  average  household  income  in  the  Los  Angeles 
basin  remained  10  to  15  percent  above  the  national  average. 
Average  household  income  for  Hispanic,  black,  and  Asian 
households  increased  by  more  than  the  national  average  in  the 
1980s  in  the  five-coimty  region.  "No  evidence  was  found  that 
the  region's  economy  was  significantly  affected  by  the  regulation 
of  vehicular  smog,"  the  study  determined.  Further  study  will  be 
necessary  to  update  this  data.  The  recession  of  1990-1993  is  not 
included  in  the  data  on  which  these  conclusions  were  based. 
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According  to  Robert  K  Arnold,  co-author  of  the  CCSCE  report: 

The  California  economy  faces  substantial  economic 
challenges,  however,  the  most  important  problems 
are  being  left  unaddressed  by  the  current  focus  on 
business  climate  issues,  such  as  environmental 
laws. 

The  highest  priority  is  for  more  public  and  private 
investment  and  increased  productivity  and 
competitiveness.  There  are  more  important 
determinants  of  California's  competitiveness  than 
business  climate  issues.  Investment  in  education, 
infrastructure,  research  and  development  and  new 
technology,  and  quality  of  life  issues  such  as 
congestion,  housing  costs  and  pollution  are  much 
more  critical  to  California's  future.  We  should  be 
focusing  on  competing  with  Germany  and  Japan, 
not  worrying  about  whether  a  very  small  number  of 
firms  move  to  Arizona,  Utah,  and  Nevada. 

Stephen  Levy,  director  of  the  center,  states  in  the  report's 
executive  summary  that  "^e  serious  problems  facing  the 
California  economy  are  those  which  the  state  shares  with  the 
nation."  Levy  defines  such  problems  as  very  slow  improvement 
in  Uving  standards  during  the  past  two  decades  and  widening 
inequality  in  incomes,  trends  hi^ili^ted  by  recent  census 
reports. 

Conclusion  Nearly  600,000  jobs  have  been  lost  in  California  since  mid-1990, 
largely  due  to  the  nationwide  recession,  defense  spending  cuts 
and  a  sharp  decline  in  construction.  Business  fli^t  was  not  a 
significant  factor. 
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Chapter  III: 
Comparing  Economic 
Performances  of  States  with 
Strong  or  Weak  Environmental 
Laws 


To  this  point,  the  national  economy  as  well  as  the  California 
economy  have  been  reviewed  in  an  attempt  to  discover  a 
correlation  between  strong  environmental  protections  and 
negative  economic  impact.  Analyses  of  existing  studies,  surveys, 
and  data  do  not  show  a  significant  correlation,  however, 
between  environmental  controls  and  the  nationsil  de- 
industrialization  or  the  prolonged  California  recession.  There  is 
still  one  remaining  critical  question:  Do  states  with  strong 
environmental  laws  suffer  in  economic  terms  for  having  them, 
everything  else  being  equal? 

In  1991,  a  study  by  the  Goodman  Group,  of  Boston,  found  that 
investments  in  conservation  and  various  environmental 
programs  would  have  substantial  employment  and  economic 
benefits  for  the  state  of  New  York." 

In  a  1992  study  of  Maine  energy  options,  it  was  found  that 
environment-based,    demsmd-side    management    programs    ~ 


"  M.W.  Tennis,  I.  Goodman  and  M.  Clark,  "Employment  Impacts  of  New  York 
State  Energy  Options,"  The  Goodman  Group,  Boston  MA,  1991. 
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attempting  to  reduce  electricity  demand  through  conservation 
strategies  rather  than  constructing  additional  power  plants  - 
would  create  more  jobs  in  Maine  than  would  alternative 
programs." 

In  a  1988  study,  Timothy  J.  Bartik  studied  the  impact  of  state 
government  air  and  water  pollution  control  expenditures, 
average  cost  of  compUance,  and  allowed  particulate  emissions  on 
plant  location  decisions.  He  found  that  firms  are  sensitive  to 
cost  variations  among  the  states  when  deciding  where  to  locate 
new  facilities.  However,  environmental  regulations  had 
insignificant  effects  on  plant  location  decisions." 

An  analysis  of  the  relationship  between  indicators  of 
environmental  risks  and  economic  risks  by  two  professors,  Paul 
Templet  of  the  Louisiana  State  University  Institute  for 
Environmental  Studies  and  Stephen  Farber  of  the  University  of 
Pittsburgh  Graduate  School  of  Public  and  International  Affairs, 
found  the  two  are  inversely  related.  The  study  developed  ratios 
based  on  pollution  emissions  and  jobs.  It  used  emissions  data 
fi-om  the  Toxic  Release  Inventory  (TRI),  maintsdned  by  EPA, 
and  employment  data  fi-om  the  U.S.  Census  Bureau. 

Total  TRI  emissions  were  divided  by  manufacturing 
employment  to  arrive  at  an  emissions-to-jobs  (E/J)  ratio  for  each 
state.  An  analysis  of  the  relationships  among  economic 
indicators,  environmental  indicators,  energy-use  indicators,  and 
the  E/J  ratios  showed  that  poor  environmental  conditions,  weak 
environmental  policies,  and  higher  E/J  ratios  were  all  inversely 
related  to  economic  welfare  indicators,  such  as  poverty, 
unemployment,  and  income  disparity/' 


"  M.  Clark,  I.  Goodman,  M.  Anthony,  and  P.  Kelly-Detwiler,  A  Comparison  of 

the  Employment  Creation  Effects  of  the  AES-Harriman  Cove  Coal-Fired 

Generating  Station  and  Maine  Demand-side  Management,  The  Goodman 

Group,  Boston,  MA,  1992. 

"  T.  Bartik,   The  Effects  of  Environmental  Regulation  on  Business  Location 

in  the  United  States,"  Growth  Change,  Summer  1988,  19(3)  pp  22-24. 

In  a  1989  analysis  Bartik  followed  up  this  study  by  reviewing  the  impact  of 

state    -level    environmental    regulations    on   the    start-up    rate    of   small 

businesses.    In  this  study  he  did  observe  a  significant,  negative  impact,  but 

the  effect  was  substantially  small. 

T.    Bartik    "Small    Business    Start-ups   in   the    United    States,"    Southern 

Economics  Journal,  April  1989,  55(4)  pp.  1004-18. 

"  Paul  H.  Templet  and  Stephen  Farber,  "The  Complementarity  Between 

Environmental    and    Economic   Risk:   An   Empirical   Analysis,"   Ecological 

Economics,  Vol.  9,  No.2,  February  1994,  pp.  153-165. 
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In  a  second  national  study,  the  Institute  for  Southern  Studies 
in  Durham,  North  Carolina,**  examined  the  relationship 
between  environmental  ranking  tmd  economic  growth,  using  20 
indicators  of  each,  to  determine  state  rtmking.  Csdifomia  rated 
19th  among  the  50  states  on  the  "gold"  economic  scale  and  13th 
on  the  "green"  environmental  scale.  These  studies  showed 
states  that  placed  in  the  top  third  in  environmental  ranking  (1- 
16)  averaged  a  placement  of  8.5  among  the  50  states  in  their 
economic  ranking.  Conversely,  those  states  with  poor 
environmental  rankings,  that  placed  in  the  lower  third  (34-50), 
averaged  a  ranking  of  42.5  in  economic  performance.  Complete 
data  for  the  states'  economic  and  environmental  indicators  are 
in  the  appendix. 

Compeu4ng  the  two  lists  offers  numerous  revelations: 

•  Nine  states  ranked  tunong  the  top  12  on  both  the  economic 
and  environmental  scales. 

•  Conversely,  12  states  were  among  the  lowest  14  on  both  lists. 

•  New  England,  Minnesota  and  Wisconsin  rank  best  on  both 
scales. 

•  The  states  most  dependent  on  mining  and  oil  production 
generally  fair  poorest  on  both  lists. 

The  study  refutes  the  hypothesis  that  states  with  strong 
environmental  regulations  would  show  evidence  of  weaker 
economies.  The  institute  found: 

States  with  stronger  environmental  policies  did  not 
experience  inferior  rates  of  economic  growth  and 
development  compared  to  states  with  weaker 
environmental  regulations.  In  fact  the  converse  was 
true:  states  with  stronger  environmental  policies 
consistently  out-performed  the  weaker  environmen- 
tal states  on  all  economic  measures. 

This  study  is  not  conclusive,  however,  as  the  method  of  analysis 
simply  compares  remks  on  two  scales  (rank  order  correlation) 
and  is  not  the  strongest  statistical  measure. 


"  Institute  For  Southern  Studies,  Green  and  Gold,  Bob  Hall,  Oct  1994. 
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In  the  most  significant  study  of  its  type,  Stephen  Meyer, 
director  of  the  Massachusetts  Institute  of  Technology's  Project 
on  Environmental  Politics  and  Policy,  ranked  and  categorized 
the  states  on  the  breadth  and  depth  of  their  environmental 
programs  and  economic  health  between  1973  and  1992."  Dr. 
Meyer  and  his  colleagues  at  MIT  have  conducted  rigorous 
studies  of  various  industries,  utilizing  a  variety  of  economic 
indicators,  and  covering  different  periods.  Because  studies  at  the 
national  level  are  suspect  due  to  the  inability  to  control  for  the 
effects  of  coincidental  political,  economic,  technological,  and 
social  changes  on  basic  economic  performance,  the  MIT  state 
comparative  studies  are  critical,  as  they  allow  the  opportxinity  to 
investigate  the  relationship  between  environmental  and 
economic  performance  while  controlling  for  nvunerous  "nuisemce" 
effects.  Since  the  50  states  share  common  political,  economic, 
technologicsd,  and  social  ground,  but  have  developed  widely 
variant  environmental  poUcies,  state  comparative  statistical 
studies  are  most  useful. 

The  MIT  study  investigated  the  relationship  between 
environmental  regulation  and  economic  performance  in  four 
analytical  steps. 

1)  Meyer  sorted  out  and  ranked  the  states  by  evaluating  the 
relative  strength  of  their  environmental  policies. 

The  Clean  Water  Act,  Cletin  Air  Act,  Endangered  Species  Act, 
and  other  national  environmental  laws  were  passed  in  the  past 
25  years  out  of  concern  that  the  varying  state  laws  would  harm 
interstate  commerce.  It  was  feared  that  states  attempting  to 
protect  their  environments  would  be  at  a  competitive 
disadvantage  with  states  that  had  lax  environmental 
enforcement.  While  nationtd  laws  have  leveled  the  playing  field, 
important  differences  remain  among  the  different  states.  The 
first  step  in  the  MIT  analysis  was  to  score  the  states  on  a  set  of 
roughly  20  environmental  policy  indicators,  for  example: 
wetlands  protection,  hazardous  waste  disposal  policy,  and 
endangered  species  protections.  These  Usts  were  prepared  for 
two  separate  time  periods,  1982  and  1990.  These  appear  in 
Chart  17.    The  states  with  more  rigorous  standards  appear  at 


"  Dr.  Stephen  Meyer,  The  Economic  Impact  of  Environmental  Regulation; 
Journal  of  Environmental  Law  and  Practice  (publishing  date  as  yet 
unknown). 
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the  top  (1-10),  and  the  states  with  lesser  standards  of 
environmental  protection  are  at  the  bottom  of  the  Ust  (40-50). 
California  is  near  the  top  in  environmental  protection  in  both 
periods  studied. 

2.  Meyer  measured  the  performance  of  state  economies  by 
reviewing  four  key  state  economic  indicators:  annual  gross  state 
product  growth,  annual  non-farm  employment  growth,  annual 
manufacturing  employment  growth,  and  annual  business  failure 
rates. 

3.  Meyer  then  cataloged  distinguishing  state  characteristics  that 
could  confound  relationships  between  environmental  regulation 
and  economic  performance. 

Chart  18  lists  the  13  state  characteristics  used  for  statistical 
control.  These  are  used  because  certain  characteristics  -  high 
personal  incomes,  for  example  -  could  skew  the  data.  A  state 
with  high  per-capita  income  might  have  strong  environmental 
laws  because  there  is  a  demand  for  them  among  a  contingent  of 
well-educated,  affluent  people,  and  high  incomes  provide  a 
strong  capital  base  leading  to  a  stronger  economy. 

4.  Finally,  Meyer  combined  the  data  in  a  multiple  regression 
(cross-  sectional,  time-series)  analysis  for  the  years  1982  to  1989. 
He  also  ran  comparisons  among  the  top  10  states  and  the  bottom 
10  in  his  rankings.  He  then  asked  the  critical  question:  "Did 
states  that  adopted  strong  environmental  laws  suffer  in  economic 
terms  for  having  done  so?' 

The  short  answer  is  no.  The  MIT  studies  found  no  systematic 
relationship  between  gross  state  product  growth  and 
environmental  standing. 

They  did  not  find  a  negative  relationship  between  nonfarm 
employment  growth  and  stronger  environmental  poUcies.  In 
fact,  '^ob  growth  -  not  job  loss  -  is  associated  with  stronger 
environmental  policies.  The  10  states  with  the  strongest 
environmental  policies  appear  to  have  experienced  annual 
employment  growth  rates  almost  0.6  percent  higher  than  those 
of  the  10  states  with  the  weakest  environmental  pohcies."" 

"  Meyer,  at  p.8. 
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In  measuring  annual  growth  in  manufacturing  employment, 
the  results  are  similar.  Meyer  found  that  "many  factors  may 
accoimt  for  the  general  trend  in  manufacturing  job  losses  among 
the  states,  but  strong  environmental  policy  does  not  appear  to  be 
one  of  the  more  important  ones."" 

Critics  of  strong  environmental  laws  might  argue  that  negative 
impacts  of  strong  environmental  regulation  woiild  have  been 
masked  during  the  1982-1989  period  by  the  overall  strong 
economy.  They  might  contend  the  true  impact  would  be  felt  only 
if  analyzed  during  a  recessionary  period.  Meyer  repeated  his 
studies  for  the  years  1990-1992,  a  period  in  which  the  U.S. 
economy  contracted. 

Findings  during  this  period  show^  a  mixed  result.  According  to 
Meyer,  the  10  states  with  the  strongest  environmental  policies 
showed  a  .25  percent  higher  annual  rate  of  job  losses  during  the 
recession.  Classical  analysis  would  dismiss  this  result  as 
insignificant,  as  was  the  rate  of  job  gain  during  the  growth 
years. 

The  odds  that  environmentalism  is  negatively  associated  vnth 
job  growth  during  the  recession  are  3:1,  which  cannot  be  so 
readily  dismissed.  However,  annual  business  failure  rates  are 
lower  in  the  states  with  strong  environmental  laws  than  in 
those  with  weaker  laws.  While  the  stronger  states  lost  more 
jobs,  fewer  businesses  went  under,  providing  a  basis  for  a 
stronger  recovery.  The  two  other  measures  studied,  annual 
growth  in  gross  state  product  and  nonfarm  employment,  showed 
statistically  insignificant  relationships. 

Meyer  w?nt  on  to  study  one  additional  phenomenon.  He 
explored  whether  states  with  strong  economic  growth  in  the  '70s 
had  adopted  stringent  environmental  laws  at  that  time  with  an 
accumvdative  effect  in  the  '80s  of  putting  a  brake  on  growth  in 
comparison  to  their  prior  economic  strength  in  the  '70s. 

The  MIT  team  measured  the  difference  in  a  single  state 
between  economic  growth  in  the  '70s  and  the  '80s. 

The  results  once  more  showed  a  positive,  but  statistically 
insignificant,  relationship: 


Meyer  at  p.9. 
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In  general,  moving  from  the  1970s  to  the  1980s,  the  10  states 
with  the  strongest  environmental  policies  saw  an  average  annual 
increase  of  0.4  percent  in  gross  state  product  growth,  nonfarm 
employment  growth,  and  manufacturing  growth,  over  and  above 
what  the  10  states  with  the  weakest  environmental  laws 
experienced.  The  drop  in  the  business  failure  rate  for  states  with 
stronger  environmental  policies  is  further  evidence  against  a 
negative  effect. 

"These  results  strongly  undermine  the  belief  that  a  drag  effect  is 
present." 

Chart  17 
State  Environmental  Standings 


Duei-knn  ■  1982 

1.  UirmmM 

1.  Cahfonna 

2.  niattmaic 

3.  N™J«n»T 

a.Ita»Jowy 

4   U«M«ko«tu 

4.  Maa.aclm.xt. 

6.  Oregon- 

6  Oooaaetinit 

8.  Waahluton 

6.  Oreflon 

7.  NCT.TaA 

7.  Florida 

S.  Montua 

aMim»»t. 

9.  Wfimnrin 

9.  N««York 

10.  M«T)«i>d 

10.  North  Canlina 

ll.kEdiimn 

12.  Hiwsfl 

12Io« 

la.KnrtmkT 

13.-MarTl«ui 

14.Haii>e 

a.CamKUai 

IS.lOUMliB 

16  M,rf— 

IB.Vurtiia 

irrksuU 

17.BhoJ.lalai»l 

IB  Ohio 

ie.N«wHanii<ahir> 

19.  Sooth  DaknU 

19  VOTKXt 

20  M?-«p" 

20W..hiMto. 

Sl.Ddnm 

22.lo«< 

22  Ohio 

33.ViFI<"i- 

.23.Notinaka 

S<.  I>oiiuTl»«ii« 

24.0«nr>a 

25  nil...!. 

25.Hnraii 

3e  Ariunui 

28.  South  Cntoa 

27.Celoniio 

17  !»««» 

28  Rhodo  UUrxl 

28.UiaaoiH< 

29.  Sotitli  ConUiu 

39.Dd«,ar, 

SO.Oonii 

80.Cote«lo 

31. North  CwoSna 

Sl.K<n»u 

«2.Arian. 

.32Aficooa 

S3  K.«.. 

83.  ftfMitMia 

M.WtohIm 

M.Uaho 

85  »l~t« 

85.T«aa 

S8.K«unkT 

n.VMVirtUM 

S7.0Udbo«a, 

88  Ut^ 

aS.Nnxli 

89.NnrM<iiiii 

40.Tn«s 

40.  North  Dakota 

41.Taiii>aaaaa 

42  N.h,..b. 

42  Otha 

43   Loniuna 

4S.Nonda 

44.W.atVincmia 

45.0U>hom> 

4S.IUa.ka 

46  N«.  Mndco 

4«>.Al.ba>oa 

47.  Idaho 

47  Umiaana 

«8  Miumtpci 

48.  Aikaiuaa 

49Miaaouri 

50.  Alabama 

60.  WrntmiX 

-57- 


24-936    96-10 


286 


Myths  of  Jobs  Versus  Resources: 

Environmental  Protections  and  Economic  Growth 


CHART  18 

STATE  CHARACTERISTICS  USED  FOR 

STATISTICAL  CONTROL 

Size  of  Land  Area 

Economic  Weight  of  Extractive  Industry  Sector 

Population  Crowding  and  Land  Use 

Energy  Cost 

Economic  Weight  of  Manufacturing  Industry  Sector 

Size  of  Consumer  Market  and  Labor  Pool 

Size  of  Economy 

Technological  Capacity 

State  Wealth 

Extent  of  Economic  Development  and  Urbanization 

Manufactiuing  Labor  Cost  - 1 

Manufacturing  Labor  Cost  -  2 

Tax  Rate 

Meyer  is  not  willing  to  argue  that  strong  environmental  laws 
lead  to  strong  economic  growth  because  he  beUeves  there  are  too 
many  other  variables,  such  as  education  levels,  to  reach  that 
conclusion."  However,  he  said: 

The  data  show  that  at  a  minimum  the  pursuit  of 
environmental  quality  does  not  hinder  economic 
growth  and  development.  The  environmental 
impact  hypothesis,  while  theoretically  plausible, 
has  no  empirical  foundation  and  focuses  attention 
on  what  is  probably  one  of  the  least  influential 
factors  affecting  the  pace  of  economic  growth  and 
development  among  the  states." 

Two  literature  reviews  support  the  Meyer  findings.  In  a 
complete  review  of  the  literature  for  the  September  1993  issue  of 
"Environment,"  Roger  Bezdek,  who  studies  the  impact  of 
environmental  laws  on  emplo3anent,  concludes: 


"  Stephen  M.  Meyer,  "Environmentalism  and  Prosperity:  An  Update," 
Cambridge,  Massachusetts,  MIT  Project  on  Environmental  PoUtics  and 
Policy,  1992. 

"  Stephen  M.  Meyer,  "Environmentalism  and  Economic  Prosperity:  Testing 
the  Environmental  Impact  Hjrpothesis,'  1992. 
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Recent  major  empirical  studies  unanimously  reject 
the  hypothesis  that  there  is  a  negative  relationship 
between  environmental  protection  and  economic 
growth.  In  fact,  when  statistically  significant 
relationships  are  found,  they  are  invariably  positive; 
in  other  words,  the  U.S.  states  and  nations  of  the 
world  with  more  stringent  environmental 
regulations  show  the  best  economic  performance.  " 

Overall,  there  is  relatively  little  evidence  to  support 
the  hypothesis  that  environmental  regulations  have 
had  a  large  adverse  effect  on  com.petitiveness, 
however  that  elusive  term  is  defined.  Although  the 
long-run  social  costs  of  environmental  regulation 
may  be  significant,  including  adverse  effects  on 
productivity,  studies  attempting  to  measure  the 
effect  of  environmental  regulation  on  net  exports, 
overall  trade  flows,  and  plant-location  decisions 
have  produced  estimates  that  are  either  small, 
statistically  insignificant,  or  not  robust  to  tests  of 
model  specification." 

Environmental  protection  policies  may  cause  the  loss  of  some 
jobs.  But  the  above  studies,  among  others,  conclude  that  - 
while  the  positive  economic  value  of  strong  environmental 
policies  still  may  be  debated  -  they  do  not  result  in  a  net  job  loss 
at  the  national  level.** 

According  to  the  Center  for  the  Continuing  Study  of  the 
California  Economy: 

The  California  economy  has  strong  long-term 
growth  potential.  The  principal  threat  to  job  and 
income  growth  in  California  is  the  lack  of  a  strategy 
to  prioritize  and  fund  critical  public  investments. 


"  Roger  H.  Bezdek:  Environment,  Vol.,  No.7,  p.  6-13,  September  1993. 

"  A.  Jaffe,  S.  Petersen,  P.Portney,  and  R.  Stavins:  "Environmental  Regulation 

and  the  Competitiveness  of  U.S.  Manufacturing:    What  Does  the  Evidence 

Tell  Us?   Journal  of  Economic  Literature:  VolXXXIII,  March  1995,  pp.  132- 

163. 

"  Jacob  Park,  "Going  for  the  Green,"  Book  Review  of  Green  Gold:  Japan, 

Germany,  and  the  United  States,  and  the  Race  for  Environmental  Technology 

by  Curtis  Moore  and  Alan  Miller,  February/Marchl995,  pp.78-79. 
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Chapter  IV: 
Conclusion 


N 


'umerous  studies  have  measured  the  impact  of 
environmental  laws  and  regvdations  on  the  national  and 
state  economies.  These  studies  have  not  documented: 


•  Any  correlation  between  environmental  policies  and  the 
ongoing  restructxaring  of  the  economy  in  the  United  States, 

•  Any  link  between  strong  environmental  protections  and  a 
shift  from  manufacturing  to  service-sector  employment, 

•  Any  correlation  between  environmental  laws  and  decisions  to 
shift  investments  from  the  United  States  to  less-developed 
countries. 

•  Any  slowing  of  state  economic  development  as  a  result  of 
endangered  species  Ustings. 

Contrary  to  common  perceptions,  environmental  jobs  are 
actually  more  heavily  concentrated  in  private-sector 
employment  than  are  other  categories  of  work. 

No  link  has  been  estabUshed  between  environmental  laws  and 
productivity  losses.  While  certain  resource-dependent  jobs  have 
been  lost  in  particular  regions,  studies  indicate  that,  overall, 
such  losses  are  mitigated  by  related  job  growth  in  other  regions. 
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The  California  economy  shows,  at  worst,  only  minimal  overall 
negative  impacts  from  environmental  regulation.  Furthermore, 
in  the  Los  Angeles  basin,  the  economy  has  actually  out- 
performed the  nation  during  the  studied  periods,  despite  having 
the  strictest  air  pollution  regulations  in  the  nation. 

Finally,  in  the  most  conclusive  study,  states  with  strong 
environmental  protection  laws  correlate  with  states  that  have 
maintained  the  most  robust  economies  in  the  past  20  years.  No 
evidence  was  found  showing  a  correlation  between  strong 
environmental  protection  and  weak  economic  performance. 

As  a  result  of  these  studies,  it  can  be  concluded  that  shifts  in 
environmental  pohcy  --  whether  intended  to  expand 
environmental  controls  or  reduce  them  --  have  no  discernible 
negative  impact  on  state  economic  performance.  If 
environmental  protections  do  have  negative  economic  impacts, 
they  are  so  marginal  and  transient  that  they  are  completely  lost 
in  the  noise  of  much  more  powerful  domestic  and  international 
influences. 

Meyer  of  MIT  places  the  pubUc  policy  debate  in  the  following 
terms: 

Those  who  live  and  work  in  states  that  have 
vigorously  pursued  environmental  quality  and  are 
now  contemplating  rolling  back  environmental 
standards  as  a  quick  fix  to  jump-starting  their 
economies  out  of  recession  should  reconsider.  Based 
on  the  evidence,  there  is  no  reason  to  expect  that 
loosening  environmental  standards  will  have  any 
effect  on  the  pace  of  state  economic  growth. 
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APPENDIX 

Economic  and  Environmental  Health  Indicators 

Developed  by  Stephen  Meyer  of  MIT  for  ffis  1992  Study, 

"Environmentalism  and  Prosperity: 

Testing  the  Environmental  Impact  Hypotheses'* 
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Sources  for  Economic  Indicators 

1.  Workplace  deaths 

Rate  of  traumatic  deaths  occurring  at  work,  per  100,000  workers,  for  1980-1989. 

Source:  "Fatal  injuries  to  Workers  in  the  U.S.,  1980-1989,"  August  1993.  Published  by 
National  Institute  for  Occupational  Safety  and  Health,  Center  for  Disease  Control,  U.S.  Department 
of  Health  and  Human  Services,  944  Chestnut  Ridge  Road,  Morgantown,  WV  26505.  Phone:  (304) 
284-5843. 

2.  Workers  in  high-ii^ury  jobs 

Percent  of  1989  manufacturing  workforce  employed  in  major  industries  (two  digit  SICs)  with  illness 
and  injury  rates  at  least  twice  the  national  average  for  all  private  employers  -  8.  6  cases  per  100  full- 
time  workers.  The  five  industries  are  lumber  and  wood  products  (19.5  cases),  primary  metals  (19.4 
cases),  fabricated  metals  (18.8  cases),  food  and  kindred  products  (18.5  cases),  and  transportation 
equipment  (17.7  cases).  These  were  also  the  five  industries  vrtth  the  highest  nonfatal  illness  and 
injury  rate  for  1992. 

Source:  "Occupational  Injuries  and  Illnesses  in  the  United  States,  1988"  (August  1990)  and 
December  15, 1993  press  release  (#93-553).  Published  by  Bureau  of  Labor  Statistics,  U.S. 
Department  of  Labor,  August  1990.  Employment  data  from  Bureau  of  Labor  Statistics  printout  of 
1989  employment. 

3.  Workers  in  toxic  industries 

Percent  of  1989  manufacturing  workforce  employed  in  major  industries  that  released  the  most  toxic 
chemicals.  The  five  industries  accounted  for  75  percent  of  all  releases  in  1989.  They  are  chemicals 
(48.1  percent),  primary  metals  (13.3  percent),  paper  products  (5.5  percent),  transportation  (4.3 
percent),  and  fabricating  metals  (3.6  percent). 

Source:  "Toxics  in  the  Community,  1989;  National  and  Local  Perspectives,"  September  1991. 
Published  by  OfiBce  of  Toxic  Substances,  U.S.  Environmental  Protection  Agency.  Same  employment 
data  as  in  2. 

4.  Workers  in  jobs  with  high-risk  of  disease. 

Percent  of  1991  nonagricultural  workforce  in  the  six  industries  with  highest  rates  of  occupational 
diseases,  particularly  lung  diseases  from  fumes  or  dust,  as  identified  by  the  U.S.  Occupational  Safety 
and  He^th  Administration.  The  six  are  mining,  cotton  weaving  mills,  manufacturers  of  other  cotton 
products,  chemicals  and  aUied  products,  rubber  and  miscellaneous  products,  and  leather  tanning  and 
manufacturing. 

Source:  "The  Climate  for  Workers  in  the  United  States,"  1994.  Published  by  Southern  Labor 
Institute,  Southern  Regional  Council,  60  Walton  Street,  NW,  Atlanta,  GA  30303.  Phone:  (404)  522- 
8764. 

5.  Disability  benefits 

Maximum  weekly  benefits  paid  by  state  workers'  compensation  system  to  workers  whose  ii^uries 
make  them  permanently  and  totally  disabled,  1992. 

Source:  "State  Workers'  Compensation  Laws,"  Table  7,  January  1993.  PubUshed  by  Office  of 
Workers'  Compensation  Programs,  Employment  Standards  Administration,  U.S.  Department  of 
Labor. 
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6.  Employer  health  insurance 

Percent  of  nonelderly  population  in  1992  who  received  insurance  covertige  through  their  employer. 
Source:  "Sources  of  Health  Insurance  and  Characteristics  of  the  Uninsured,"  January  1994. 
Published  by  Employee  Benefit  Research  Institute,  2121  K  Street,  NW,  Washington,  DC  20005. 
Phone  (202)  659-0670. 

7.  Laws  protecting  workers 

Grade  given  by  Southern  Regional  Coundl  based  on  the  weighed  grouping  of  17  possible  state  laws 
that  protect  a  worker's  rights  and  access  to  health  information. 
Source:  Same  as  4. 

8.  Unemployment  rate 

Percent  of  all  civilian  workers  unemployment,  average  for  1993. 

Source:  Local  Area  Unemployment  Division,  Bureau  of  Labor  Statistics,  U.S.  Department  of 
Labor,  January  1994. 

9.  Youth  unemployment  rate 

Annual  average  percent  of  non-institutional  jrouth,  age  16-19,  unemployed  for  1992. 

Source:  "Geographic  Profile  of  Employment  and  Unemployment,'  July  1993.  Published  by 
Bureau  of  Labor  Statistics,  U.S.  Department  of  Labor. 

10.  Unemployment  Duration 

Percent  of  unemployed  who  were  jobless  more  than  27  weeks  but  still  looking  for  work,  annual 
average  for  1992. 

Source:  Same  as  9 

11.  Employment  Growth 

Percent  change  in  annual  average  employment  of  residents,  from  1985  to  1993. 

Source:  Local  Area  Unemployment  Division,  Bureau  of  Labor  Statistics,  U.S.  Department  of 
Labor,  January  1994. 

12.  Women's  opportunities  in  top  jobs 

Percent  of  jobs  held  by  women  in  1990  that  are  in  hi^er  paying  categories:  officials  and  managers, 
professional,  and  technicians. 

Source:  "Job  Patterns  for  Minorities  and  Women  in  Private  Industry,  *  1991.  Published  by 
Equad  Employment  Opportunities  Commission. 

13.  Minority  opportimity  in  top  jobs 

Percent  of  jobs  held  by  minorities  in  1990  that  are  in  hi^er  paying  categories:  officials  and 
managers,  professional,  cmd  technicians. 
Source:  Same  as  12. 

14.  Annual  pay 

Average  annual  pay  in  1992  for  all  workers  covered  by  unemployment  insurance. 
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Source:  "Average  Annual  Pay  by  State  and  Industry,  1992.'  September  16, 1993  news 
release  (#93-372)  from  Bureau  of  Labor  Statistics,  U.S.  Department  of  Labor. 

16.  Households  in  poverty 

Percent  of  population  living  in  households  with  incomes  below  the  poverty  line,  1992. 

Source:  "Poverty  in  the  United  States:  1992,"  Series  P-60,  No.  185, 1993.  Published  by 
Bureau  of  Census,  U.S.  Deptirtment  of  Commerce. 

16.  Income  gap  between  rich  and  poor 

Ratio  of  mean  family  income  of  wealthiest  20  percent  of  the  population  to  the  mean  family  income  of 
the  poorest  20  percent  for  1990-1992. 

Source:  Calculation  by  Jon  Haveman,  Perdue  University,  1993.  Based  on  merged  U.S. 
Census  Bxireau's  Current  Population  survey  data  for  March  1991-1993. 

17.  High-school  educational  attainment. 

Percent  of  household  heads  with  at  least  12  years  of  education,  1990-1992. 
Source:  Same  as  16. 

18.  Tax  fairness 

Score  by  Corporation  for  Enterprise  Development  based  on  equitable  distribution  of  tax  burden, 
including  personal  income  tax  progressivity,  sales  tax  burden  on  low-income  famiUes,  and  use  of 
unitary  or  combined  business  tax  reporting. 

Source:  "The  1994  Development  Report  Card,"  1994.  Published  by  Corporation  for 
Enterprise  Development,  1725  K  Street  NW,  Washington,  DC  20006.  Phone:  (202)  293-7963. 

19.  Business  start-ups 

Number  of  companies  applying  for  new  employment  service  account  numbers,  per  1,000  workers 
(seasonally  adjusted),  October  1992  to  September  1993. 

Source:  Office  of  Advocacy,  U.S.  Small  Business  Administration,  1993.  Based  on  data  from 
Employment  and  Training  Administration,  U.S.  Department  of  Labor. 

20.  Job  growth  in  new  business. 

Percent  of  growth  in  employment  at  companies  four  years  old  or  younger,  1987-1992. 

Source:  David  Birch,  Anne  Hagerty,  and  William  Parson,  "Who's  Creating  Jobs?"  May  1993. 
PubUshed  by  Cognetics,  Inc.,  100  Cambridge  Park  Drive,  Cambridge,  MA.  Phone  (617)  661-0300. 


Sources  for  Environmental  Indicators 

1.  Hazardous  waste  generated 

Poimds  per  capita  of  RCRA-regulated  hazardous  waste  produced  in  state  during  1991. 

Source:  "National  Biennial  RCRA  Hazardous  Waste  Report,"  1994.  Office  of  SoUd  Waste, 
U.S.  Environmental  Protection  Agency.  Based  on  reports  filed  under  the  Resource  Conservation  and 
Recovery  Act  (RCRA).  Some  states  include  waste-laden  water  in  total  pounds,  others  do  not. 
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2.  Toxic  chemical  discharges 

Pounds  per  capita  of  toxic  chemicals  released  to  the  environment  or  transferred  off-site  by  reporting 
manufacturing  facilities  during  1992. 

Source:  '1992  Toxics  Release  Inventory,*  April  1994.  Published  by  Office  of  Pollution 
Prevention  and  Toxics,  U.S.  EPA. 

3.  Cancer-causing  toxins 

Pounds  per  capita  of  toxic  chemicals  released  to  the  environment  in  1991  that  are  classified  as 
positive  or  suspected  human  or  animal  carcinogens  by  the  International  Agency  for  Research  on 
Cancer. 

Source:  Toisons  in  Our  Nei^iborhoods:  Toxic  Pollution  in  the  U.S.,"  November  1993. 
PubUshed  by  the  Citizens  Fund,  1120  19th  Street,  NW,  Washington,  DC  20036.  Phone  (202)  775- 
1580. 

4.  Solid  waste  generated 

Pounds  per  capita  of  municipal  soUd  waste  produced  in  1993;  many  states  include  industrial  waste 
destined  for  the  same  disposal  facilities.  Total  U.S.  soUd  waste  is  estimated  at  614  biUion  pounds  for 
1993. 

Source:  "The  State  of  Garbage  in  America,*  BioCyde  magazine,  April  1994.  Published  by  JG 
Press,  419  State  Avenue,  Emmaus,  PA  18049.  Phone  (215)  967-4135. 

6.  Solid  waste  recycled 

Estimates  by  the  states  of  percent  of  solid  waste  that  is  recycled,  average  of  1992  and  1993  figures. 
National  total  is  about  19  percent. 
Source:  Same  as  4. 

6.  Pesticides 

Estimated  total  pounds  of  active  ingredients  in  herbicides,  fungicides,  and  insecticides  applied  per 
1987  acre  of  harvested  cropland. 

Source:  L.P.  Gianessi  and  CA.  Puffer,  "Herbicides  Use  in  the  U.S.,"  December  1990; 
Tungicide  Use  in  U.S.  Crop  Production,*  August  1992;  and  Insecticide  Use  in  U.S.  Crop 
Production,"  November  1992.  Published  by  Resources  for  the  Future,  1616  P  Street,  NW, 
Washington,  DC  20036.    Phone  (202)  328-5000. 

7.  Fertilizer  use 

Pounds  per  capita  of  single-nutrient  fertilizer  used  in  1993.  A  total  of  56  billion  pounds  was  used  in 
1993,  about  60  percent  of  the  total  for  all  fertilizers. 

Source:  "Commercial  Fertilizers,  1993,"  December  1993.  Published  by  the  National  FertiUzer 
and  Environmental  Research  (Center,  Tennessee  Valley  Authority. 

8.  Total  water  use 

Gallons  per  day  capita  used  of  surface  and  ground  water  for  all  ofitstream  purposes,  1990. 

Source:  "Estimated  Use  of  Water  in  the  U.S.  in  1990,"  1993.  Published  by  the  (Jeological 
Survey  (Circular  1081),  U.S.  Department  of  the  Interior. 
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9.  Hazardous  spills 

Gallons  of  unauthorized  releases  of  oil  and  hazardous  substances,  totaled  for  1990,  1991  and  1992. 

Source:  Emergency  Response  Notification  System  database,  OfiBce  of  Solid  Waste  and 
Emergency  Response,  U.S.  EPA. 

10.  Global  vranning  gases 

Tons  per  capita  of  gases  fi-om  human  sources  contributing  to  global  warming  (carbon  dioxide,  carbon 
monoxide,  volatile  organic  compounds,  nitrogen  oxides,  methane,  and  chlorofluorocarbons). 

Source:  "National  -  and  State-Level  Emission  Estimates  of  Radiatively  Important  Trace 
Gases  (RITGs)  from  Anthropogenic  Sources,"  January  1991.  PubUshed  by  Air  and  Energy 
Engineering  Research  Laboratory,  U.S.  EPA. 

11.  Air  quality 

Score  based  on  degree  to  which  residents  Uve  in  areas  that  exceed  national  ambient  air  quality 
standards  for  ozone  and/or  carbon  monoxide,  1992-1993. 

Source:  The  1994  Development  Report  Card,"  1994.  Fhiblished  by  Corporation  for 
Enterprise  Development,  1725  K  Street  NW,  Washington,  DC  20006.  Phone:  (202)  293-7963. 

12.  Gasoline  use 

Average  miles  traveled  by  car,  truck  or  bus  per  gallon  of  gas  consumed,  1992. 

Source;  "Highway  Statistics,  1992,"  1994.  Published  by  OfBce  of  Highway  Information 
Management,  Federal  Highway  Administration. 

13.  Miles  driven 

Thousands  of  miles  driven  in  1992  by  cars,  trucks  or  busses,  per  square  mile  of  land  in  state. 
Source:  Same  as  12. 

14.  Energy  consumption 

Millions  of  British  Thermal  Units  (BTUs,  standard  measure  of  heat)  consumed  per  capita  from  all 
energy  sources,  1992. 

Source:  "State  Energy  Data  Report,  1992,"  May  1994.  Published  by  Energy  Information 
Administration,  U.S.  Department  of  Energy. 

15.  Change  in  energy  consumption 

Percent  change  in  per-capita  energy  consumption  fit>m  1973  to  1992.  Most  states  decreased  per- 
capita  energy  use  following  the  oil  embargo. 
Source:  Same  as  14. 

16.  State  spending  on  environment 

Total  spending  in  fiscal  1991  for  state  program  addressing  environmental  and  natival  resource 
protection.  Includes  state,  federal,  tmd  other  funds  (fines,  licenses,  etc.)  that  pass  through  the  state 
budgetary  process.  Excludes  funds  raised  and  spent  by  local  governments. 

Source:  "Resource  Guide  to  State  Environmental  Management,"  1993.  Published  by  the 
CouncU  of  State  Government,  P.O.  Box  11910,  Lexington,  KY  40578.  Phone  9606)  231-1939. 
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17.  Portion  of  state  budget  for  environment 


State  spendmg  for  environmental  and  natural  resource  protection  as  a  percent  of  state's  total  budget 


for  fiscal  1991. 

Source:  Same  as  16. 

18.  Environmental  policy  record 

Score  based  on  67  poUcy  indicators  (fi^m  recycling  programs  to  ground  water  protection)  measuring 
state  mitiabve  to  protect  the  environment. 

Source:  "1991-1992  Green  Index,"  August  1991.  Published  by  Island  Press  PO    Box  7 
Covelo,  CA  95428.  Phone  (800)  828-1302.  '    ' 

19.  Pollution  subsidy  versus  investment 

Score  based  on  capital  expenditures  for  poUution  abatement  made  by  a  state's  industries  compared  to 
national  average  for  industries  with  similar  chemical  emissions.  The  higher  the  number  the  greater 
the  eventual  subsidy  required  from  public  to  pay  for  industries'  poor  poUution  prevention  strategies- 
a  negative  number  means  industries  invest  more  than  national  average  on  poUution  abatement       ' 
equipment. 

c  u  .^.^°"''T  ^^^  ^-  "^^^P^^*-  'Grazing  the  Commons:  An  Empirical  Analysis  of  Externalities 
Subsidies  and  Sustainability."  1994.  Available  from  Templet  at  Institute  For  Environmental       ' 

Studies,  Louisiana  SteteUniversi^,  42  Atkinson  HaU,  Baton  Rouge,  LA  70803.  Phone  (504)  388- 
6428. 

20.  Emissions-to-Job  ratio 

Poimds  of  toxic  chemical  emissions  per  manufacturing  job  for  1991. 

Source:  Same  as  19.  The  E/J  ratio,  developed  by  Paul  Templet,  uses  EPA's  Toxic  Release 
Inventory  and  employment  date  from  U.S.  Bureau  of  the  Census. 
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Economic   Health  Indicators 


Worfcplaca  warlMra  In  Norkara  in  Workara  In  Max.  Waakly 

DaaUia  Par  Hlsfa-Injnxy  Moat  Tcude  Blffh-Dlaaaaa  Dlaablllty 

100,000  Indnatriaa  Xndaatriaa  Indnatriaa  Banaflta 

Stata  Rata  Rank  \   Mfg.   Rank  \  tUa.   Rank  \  Mtg.   Rank  $  Rank 

»iIZri.  9.2  31  37.8  32  29.7  32  2.51  41  400  29 

Alaaka  34.8  50  78.1  50  5.6  5  4.95  48  700  3 

Arizona  3.7    6  17.3  3  8.3  6  1.00  24  488  9 

Arkanaaa  12.0  41  45.0  41  24.5  25  1.48  34  252  48 

California  6.3  17  33.9  24  28.0  30  0.59  16  336  37 

Colo^Llo  8.9  28  31.9  21  20.8  15  1.28  31  414  27 

Connacticut  1.8    1  40.5  34  45.8  45  0.51  14  769  1 

Dalawara  5.6  13  27.7  13  60.7  50  0.86  19  328  39 

Florida  9.1  30  33.7  23  26.9  27  0.46  12  425  26 

Oaoroia  9.6  33  30.6  18  23.3  22  1.25  30  250  49 

Hawaii  6.1  15  47.0  43  >  1.0  1  0.05  1  460  13 

Idaho  16.7  47  58.6  48  15.3  11  0.98  23  336  37 

Illinoie  6.3  17  32.0  22  31.1  35  1.14  26  688  4 

T,^4.,.  7.4  22  42.2  39  40.0  43  0.95  22  360  J3 

Iowa  9.0  29  39.0  33  21.4  17  0.42  11  755  2 

™__-  ^^  ^^  ^^^  ^^  ^^^  ^^  ^^^  ^^  ^^^  .^^ 

Kantucky  11.6  39  30.3  17  27.7  28  3.05  43  394  31 

Looiaiana  11.0  37  41.0  37  45.9  46  4.94  47  307  43 

Maina  7.6  24  35.8  28  34.1  39  0.27  5  441  21 

Maryland  5.3  11  30.7  19  27.9  29  0.35  8  494  8 

Maaaaehuaatta  2.3    2  19.0  7  22.8  20  0.54  15  543  7 

kiehigan  5. 1  10  55.6  46  56.0  49  0.73  18  457  15 

Misnaaoea  4.1    7  29.5  15  24.0  23  0.61  17  482  10 

Mi.ai.aippi  14.5  45  36.5  30  22.1  19  1.11  25  236  SO 

Miaaouri  5.3  11  40.7  35  37.1  40  0.95  21  450  17^ 

l^Z^ 20*9  «"  Ss'o  45  5.5  4  2.13  39  349  34 

Habraaka  10.9  35  43.3  40  17.2  14  0.39  9  265  47 

Savada  10.8  34  16.5  2  14.2  9  2.15  40  432  24 

Haw  Raapahira  4.4    8  17.9  5  15.8  13  0.15  2  677  5 

N.W  Jaraay  3.3     4  19.7  8  33.9  38  ^_ll____ll__t__....... 

N»~M^co ll'VVo  28*7  14  12.6  8  3.01  42  322  40 

H«rYork  2.6     3  20.8  10  21.8  18  0.32  7  400  29 

north  Carolina  7.0  21  18.1  6  15.8  12  1.87  38  442  20 

north  Dakota  13.5  43  40.9  36  14.6  10  1.70  36  343  35 

Ohio  4.6     9  41.5  38  43.0  44  1.68  35  460 13^ 

oiU^ 8'6""26  Vs'l  27  26^  26  4.21  46  277  45 

Ora«on  10.9  35  57.6  47  21.2  16  0.25  4  445  19 

Pannaylvania  5.9    14  34.8  26  32.5  37  1.35  32  475  11 

Rhoda  I.l««l  3.3     5  22.5  11  24.5  24  0.46  13  440  22 

South  Carolina  6.8    20  17.4  4  23.0  21  3.53  44  393 32^ 

^^'^ota  17.1"    V*'  23.0  12  >  1.0  2  0.90  20  321  41 

Tannaaaaa  7.8    25  29.6  16  29.7  33  1.79  37  318  42 

Ta«a.  11.3    38  34.4  25  32.2  36  3.64  45  456  16 

Utah  12.3    42  46.9  42  38.4  41  1.46  33  341  36 

Var«ont  6.7    19  20.3  9  U.O  7  0.23  3^ 611 «_ 

virffllll 9"r"32""3rr  20  28,2  31  1.16  28  434  23 

Waahinvton  7.5    23  63.7  49  50.9  48  0.30  6  461  12 

Waat  Viraini.  15.7    46  36.8  31  48.3  47  7.93  49  405  28 

Wlaconain  6.2    16  36.1  29  30.7  34  0.41  10  450  17 

WydMlng  29.0    49  10.0  1  »  1.0  3  9.62  50  269  46 
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ECOHOmC   HEALTH  DiDICAXORS 


CoTvraffa  Statutory  Onaaploy-  Uaaoploy- 

By  Employer 'a  Frotactlo&a  aaat  maat  For 

Baalth  Ina.  For  Workara  Rata        Yontb 

\          Rank  Orada  Rank  \   Rank     \     Rank 


10 

0nesBploy- 

mant 

Duration 

Waaka   Rank 


Alabama 

64.8 

25 

2.0 

49 

7.5 

41 

23.7 

43 

13.4 

14 

Alaaka 

59. 7 

36 

12.0 

25 

7.6 

45 

18.8 

26 

12.0 

10 

Arizona 

60.8 

35 

6.0 

46 

6.2 

22 

29.9 

50 

15.9 

33 

Arkanaaa 

54.9 

45 

11.5 

26 

6.2 

22 

21.4 

37 

13. g 

13 

California 

55.5 

43 

17.5 

1 

9.3 

49 

25.1 

46 

20.7 

34 

Colorado 

66.2 

21 

11.0 

33 

5.2 

12 

23.0 

40 

13.7 

15 

Connacticut 

73.8 

3 

17.0 

2 

6.2 

22 

10.9 

3 

36.3 

SO 

Dalawara 

71.2 

5 

12.5 

24 

5.3 

13 

10.9 

2 

22.5 

38 

Florida 

53.7 

47 

10.0 

38 

7.0 

32 

34.9 

45 

19.5 

33 

Oaortria 

57.1 

39 

9.0 

41 

5.8 

18 

19.3 

29 

22.5 

38 

Hawaii 

74.0 

2 

13.0 

22 

4.2 

5 

16.4 

18 

7.4 

1 

62.3 

30 

9.5 

39 

6.1 

21 

16.6 

19 

8.5 

3 

Zllinola 

64.0 

27 

14.5 

13 

7.4 

38 

31.4 

37 

22.0 

36 

TiwHana 

70.1 

9 

8.5 

43 

5.3 

13 

18.7 

25 

12.9 

13 

Iowa 

67.4 

17 

11.5 

26 

4.0 

4 

13.0 

8 

10.6 

4 

Kanaaa 

67.1 

19 

11.5 

26 

5.0 

9 

11.7 

5 

11.9 

8 

Kantucky 

61.4 

32 

13.5 

18 

6.2 

22 

15.7 

15 

25.2 

43 

Louiaiana 

50.7 

50 

4.0 

48 

7.4 

38 

20.4 

35 

18.1 

39 

Maina 

64.1 

26 

15.0 

7 

7.9 

48 

19.0 

28 

23.6 

41 

Maryland 

69.2 

12 

14.5 

13 

6.2 

22 

26.4 

47 

26.1 

44 

Maaaachuaatta 

70.2 

8 

15.0 

7 

6.9 

31 

20.2 

34 

34.9 

49 

Nidiisan 

68.8 

15 

15.0 

7 

7.0 

32 

20.5 

36 

19.3 

33 

Ninnaaota 

65.3 

24 

16.5 

3 

5.1 

11 

12.1 

6 

14.8 

18 

Miaaiaaippi 

53.6 

48 

0.0 

50 

6.3 

27 

28.2 

48 

15.9 

33 

Miaaouri 

63.9 

28 

11.0 

33 

6.4 

28 

12.1 

6 

18.1 

29 

MrmtaiiB 

59.6 

37 

13.5 

18 

6.0 

19 

14.7 

12 

15.2 

20 

Nabraaka 

66.6 

20 

11.5 

26 

2.6 

1 

11.1 

4 

11.0 

6 

Ravada 

61.2 

33 

11.5 

26 

7.2 

36 

16.0 

16 

17.0 

27 

Haw  Haapahira 

68.7 

16 

15.0 

7 

6.6 

30 

24.2 

44 

23.8 

42 

Haw  Jaraay 

69.2 

12 

13.5 

18 

7.4 

38 

19.6 

31 

39.4 

46 

Raw  Maxico 

54.2 

46 

13.5 

18 

7.5 

41 

19.9 

32 

14.1 

16 

Raw  York 

63.1 

31 

15.5 

4 

7.7 

46 

22.0 

40 

38.6 

45 

Hortli  Carolina 

63.5 

29 

11. S 

26 

4.9 

8 

18.9 

27 

14.8 

18 

Rorth  Dakota 

59.2 

38 

13.0 

32 

4.3 

6 

14.4 

11 

16.6 

25 

Ohio 

69.4 

11 

11.5 

26 

6.5 

29 

19.9 

32 

31.3 

35 

Oklaheaa  52.5  49  11.0  33  6.0  19  15.0  13  17.8  28 

Oragon  69.2  12  14.5  13  7.2  36  19.5  30  14.7  17 

Pannaylvania  71.2  6  14.5  13  7.0  33  18.5  34  33.3  37 

Uioda  laland  69.4  10  15.5  4  7.7  46  16.3  17  33. B  48 

South  Carolina  55.9  41  5.0  47  7.5  41  17.4  32  16.9  36 

South  Dakota  55.6  43  10.5  36  3.5  3  10.1  1  10.9  5 

Tannaaaaa  60.9  34  10.5  36  5.7  17  17.3  31  13.4  11 

Taxaa  55.3  44  9.5  39  7.0  33  33.4  43  15.4  31 

Otah  74.1  1  9.0  41  3.9  3  13.5  10  11.5  7 

Vamont  71.0  7  15.0  7  5.4  IS  16. B  20  23. S  38 

Virginia  65.6  33  6.5  45  5.0  9  31. B  39  18.5  31 

Naahlnffton  65.7  33  14.5  13  7.5  41  15.2  14  16.1  34 

Naat  Virelnia  56.6  40  15.5  4  10. B  50  39.5  49  30.4  47 

Hiaconain  71.4  4  15.0  7  4.7  7  13.0  8  11.9  8 

Wyomlno  67.4  17  8.5  43  5.4  15  18.4  23  9.8  3 
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ECONOMIC  HEALTH  HiDICATOSS 


11 


12 


13 


14 


15 


tt^loyaaac  Opporcnnicy     Opporttmifcy 

Orowtli  in  Top  Joba     ia  Top  Job* 

1985-1993  for  mamma     for  Miaoritlas 
%         Rmnk         \         Bmak         X  Rank 


Avaraga  Bonaaholda 

Aaanal  Hltli  Ineooa 

Fay  Balow  PovarCy 
$        Rank  \        Rank 


Alabaaa 

13.1 

25 

18.9 

45 

10.2 

45 

22,340 

31 

17.1 

40 

Alaaka 

22.1 

8 

27.1 

16 

17.2 

21 

31.825 

10.0 

6 

Arizona 

24.9 

4 

26.9 

18 

15.7 

29 

23.161 

26 

15.1 

32 

Arkanaaa 

13.5 

21 

16.6 

47 

8.6 

48 

20.108 

46 

17.4 

41 

California 

15.0 

17 

29.5 

9 

22.0 

5 

28,934 

15.8 

38 

Colorado 

11.5 

29 

28.9 

10 

17.2 

18 

25,040 

16 

10.6 

12 

Connacclcut 

3.1 

42 

31.6 

3 

17.5 

16 

32,587 

9.4 

4 

Dalawara 

18.0 

13 

28.6 

11 

17.2 

20 

26,596 

10 

7.6 

1 

Florida 

22.8 

6 

25.1 

29 

16.6 

23 

23,144 

27 

15.3 

33 

Qaorgla 

21.5 

9 

19.2 

43 

11.3 

44 

24,373 

21 

17.8 

42 

Hawaii 

23.5 

5 

n/a 

n/a 

25,613 

13 

11.0 

14 

Idaho 

19.4 

10 

22.4 

39 

15.6 

31 

20,649 

44 

15.0 

31 

Illlnoia 

7.4 

37 

26.7 

20 

17.4 

17 

27,910 

15.3 

33 

10.6 

31 

21.9 

40 

14.1 

32 

23,570 

23 

11.7 

20 

Iowa 

14.5 

19 

21.4 

41 

12.5 

37 

20,937 

43 

11.3 

17 

11.0 


14 


Kanaaa  6.6  39  23.0  38  13.0  39  21,982  3 

Kentucky  9.7  32  20.9  42  13.2  34  21,858  37  19.7  46 

Lottiaiana  -1.0  47  25.3  27  12.8  35  22,340  31  24.2  49 

Maiaa  11. 1  30  23.9  34  16.6  25  21.808  38  13.4  26 

Maryland  16.3  15  29.8  8  19.2  10  27.145  9  11.6  19 

Maaaachuaaeta  0.8  45  33.0  2  21.9  6  29,664  5  10.0  6 

Nichiean  11.6  28  26.7  21  18.2  14  27,463  8  13.5  27 

Minnaaota  12.0  27  27.0  17  19.6  8  25,315  14  12.8  25 

Niaaiaalppi  12.3  24  14.5  50  6.9  SO  19,237  48  24.5  SO 

Miaaouri  7.5  36  25.0  30  17.2  19  23,550  24  15.6  36 

Noncana  7.2  38  30.3  6  13.5  33  19,378  47  13.7  28 

Nabraaka  8.9  34  24.3  31  11.6  43  20,355  45  10.3  9 

Ravada  45.4  1  15.3  49  9.3  46  24.743  20  14.4  29 

N««  Bampahira  12.0  26  26.2  23  25. 8  3  24.925  18  8.6  2 

Haw  Jaraay  2.4  44  30.5  5  21.3  7  32,125  3  10.0  6 

New  Mexico  19.3  11  26.6  33  17.7  15  21,051  42  21.0  47 

New  York  2.8  43  30.7  4  22.8  4  32,399  2  15.3  33 

Horth  Carolina  14.7  18  16.8  46  8.7  47  22.248  33  15.7  37 

worth  Dakota  -2.9  49  33.0  1  19.1  11  18,945  49  11.9  22 

Ohio  9.7  33  35.1  38  16.0  37  34,846  19  13.4  24 

Oklahcna  -1.5  48  23.2  37  16.8  22  21,699  39  18.4  44 

Oregon  22.6  7  27.8  13  18.3  13  23,514  25  11.3  17 

Pennaylvania  7.8  35  28.5  13  18.3  13  25,785  11  11.7  20 

Rhode  laland  -0.8  46  27.6  14  11.7  42  24,315  22  12.0  23 

South  Carolina  15.9  16  16.4  48  7.7  49  21,423  40  18.9  45 

South  Dakota  6.4  40  24.2  32  11.7  41  18,016  50  14.8  30 

Tanneaaee  13.8  20  19.1  44  11.9  40  22,807  29  17.0  39 

Texaa  13.3  22  26.2  24  16.6  24  25.080  15  17.8  42 

Otah  27.4  3  23.6  35  15.7  30  21.976  36  9.3  3 

Vanaont  12.8  23  26.9  19  36.5  2  22.347  30  10.4  11^ 

Virginia  18.90  12  25.8  25  15.8  28  24,937  17  9.4  4 

Waahinoton  29.62  2  30.3  7  41.6  1  25,553  13  U.O  14- 

Weat  Virginia  S.72  41  27.2  15  19.2  9  22,169  34  22.3  48 

Wi.conain  17.57  14  24.0  33  12.5  36  23.022  28  10.8  13 

Wyoalng  -3.00  50  23.4  36  12.3  38  21,215  41  10.3  9 
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16 


17 


18 


19 


20 


State 


Gaps  is  Educational 

Incoma  Attalmant  < 

Distribution  High  School 
Gap   Rank    Grads  Rank 


Stata       Buslnass  Job  Growth 

Tax       Starts  Per  In  New 

Fairness   1000  Workers  Business 

Grade  Rank    *   Rank  \       Rank 


Final 
Score 


Alabana 
Alaska 

Arizona 

Arkansas 

California 


10.31 
8. 35 
9.08 
9.20 

10.80 


41 


73 


42 


11.6 


48 


5.S 


38 


10.1 

11. S 

5.4 


12 


704 
405 
446 

714 
471 


Colorado 

Connecticut 

Delaware 

Florida 

Georgia 


8.37 
6.90 
7.10 


55.0 
49.8 


19.2 
19.5 


395 
337 
349 
550 
666 


Bawali 

Idaho 

Illinois 

Indiana 

Iowa 


7.78 
7.80 
9.73 
8.43 
6.63 


252 
494 
530 
579 
419 


Kansas 

Kentucky 

Louisiana 

Maine 

Maryland 


7.60 

11.21 

13.99 

8.51 

8.04 


72.6 
49.4 


500 
675 
783 
533 
373 


Massachusetts 

Michioan 

Minnesota 

Mississippi 

Missouri 


9.48 

9.27 

7.60 

10.75 

10.36 


85 

10 

74.6 

69 

49 

31.0 

80 

27 

32.2 

85 

11 

63.2 

86 

8 

51.3 

86 

9 

17.0 

82 

16 

39.2 

81 

19 

38.0 

80 

26 

30.4 

78 

35 

41.2 

72 

44 

30.2 

4.4 
4.4 


400 
506 
299 
766 
532 


Montana 

Nebraska 

Nevada 

New  Hampshire 

New  Jersey 

Hew  Mexico 
New  York 
North  Carolina 
North  Dakota 
Ohio 


7.99 


10.64 

11.21 

8.88 

7.69 

8.49 


8.9 
5.4 


25 


80 


30 


33.9 


30 


3.9 


50 


-6.5 
6.7 


507 
430 
525 
355 
435 


17 


581  39 

471  19 

537  32 

541  34 

570  37 


Oklahoma  9.77  40  78  36  30.8  34  6.6  25  6.8  31  668  43 

Oregon  8.04  18  84  14  61.0  7  8.8  11  12.5  7  361  8 

Pennsylvania  8.08  20  79  34  40.7  23  4.6  45  6.6  33  477  21 

Rhode  Island  8.68  28  75  40  36.6  28  8.7  12  -6.2  48  503  24 

South  Carolina  8.99  31  70  46  41.1  22  5.3  40  4.5  38  673  44 

South  Dakota  7.17  7  78  38  6.5  SO  6.4  29  8.2  22  544  35 

Tennessee  9.72  38  70  48  14.1  46  6.2  30  8.0  24  630  41 

Texas  10.44  43  78  36  12.8  47  7.0  21  9.6  14  626  40 

Utah  6.63  1  88  4  42.5  20  7.9  17  16.0  2  407  14 

Vemont  7.85  16  82  17  60.6  8  9.2  7  4.5  38  302  3 

Virginia  8.51  26  79  32  35.1  29  6.7  24  7.3  30  508  27 

Washington  7.55  9  38  3  10.4  49  12.5  1  13.4  6  357  7 

Wast  Virginia  9.60  37  68  50  26.0  38  6.4  28  3.8  40  731  48 

Wisconsin  .7.02  5  81  21  46.8  17  4.6  46  9.1  16  369  9 

Wyoming  7.23  8  85  12  19.0  43  9.9  S  -2.5  47  539  33 
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Basaxdoaa  Total  Toade    Cancar 

NaaCa  fh— leal      Canalaa 

Oanaratad  DlBCharsaa    Toadna 

U>  p/c  Hank  Lb  p/c  Raak  Lb  p/c  Rank 


Solid  Solid 

waata  Waata 

Oaaaracad  Racyclad 

Lb  p/c  Rank  \     Rank 


Alafaaaa 

2,230 

23 

44.0 

39 

23.0 

44 

2.529 

37 

14 

27 

Alaaka 

19,705 

45 

2S.7 

29 

1.9 

16 

1,704 

11 

6 

46 

Arizona 

1,511 

18 

19.7 

23 

0.8 

9 

1.879 

18 

9 

41 

Arkanaaa 

1,336 

15 

45.3 

40 

3.3 

22 

1.796 

13 

11 

33 

California 

3,134 

26 

7.8 

6 

1.4 

12 

2,884 

44 

11 

33 

Colorado 

884 

9 

5.9 

5 

1.5 

13 

2,536 

39 

23 

12 

ConnacticuC 

6.539 

38 

15.7 

17 

27.9 

46 

1,403 

3 

20 

15 

Dalawara 

3,178 

27 

25.9 

30 

24.7 

45 

3,048 

46 

23 

13 

Florida 

172 

6 

9.5 

10 

0.5 

6 

2.877 

43 

29 

5 

Oaorgia 

6,350 

37 

19.7 

22 

4.1 

25 

2,340 

31 

12 

30 

Hamii 

11 

2 

0.9 

1 

0.1 

1 

3,448 

49 

8 

44 

Idaho 

11,320 

43 

10.4 

11 

0.7 

8 

1,661 

10 

9 

38 

Illinoia 

3,305 

28 

35.8 

35 

7.3 

35 

2,530 

38 

16 

22 

3,120 

25 

96.2 

49 

45.0 

48 

1,554 

4 

8 

42 

1,097 

13 

24. S 

28 

2.4 

18 

1,622 

S 

20 

17 

4,289 

30 

59.7 

45 

5.6 

27 

2.178 

28 

6 

47 

Kantttcky 

5,072 

32 

42.5 

37 

28.5 

47 

1.716 

12 

15 

24 

Louisiana 

21,320 

47 

166.2 

50 

93.5 

50 

1,625 

9 

14 

27 

Naina 

S3 

4 

16.3 

19 

2.1 

17 

2,018 

24 

30 

4 

Maryland 

931 

11 

9.2 

8 

2.9 

21 

2,037 

25 

19 

19 

Maasacboaatta 

1,379 

16 

9.3 

9 

7.9 

36 

2,2S1 

30 

29 

5 

Michigan 

17.280 

44 

35. 6 

34 

7.1 

33 

2,861 

42 

26 

8 

NinnaaoCa 

4,536 

31 

14.2 

16 

2.8 

20 

1,964 

20 

40 

1 

Misalasippi 

7,187 

41 

72.1 

48 

5.9 

29 

1,377 

2 

9 

38 

927 

10 

66.9 

47 

9.8 

39 

2,889 

45 

16 

22 

Montana 

57 

5 

56.6 

43 

0.5 

5 

1,806 

15 

5 

48 

Habraaka 

1,905 

21 

23.1 

26 

1.7 

15 

1,619 

7 

8 

42 

Navada 

39 

3 

3.2 

2 

0.2 

3 

3,466 

50 

13 

29 

Naw  Baspahira 

1,582 

19 

U.4 

13 

2.6 

19 

1,996 

21 

10 

35 

Now  Jaraay 

20,573 

46 

27.3 

31 

4.5 

26 

1,874 

16 

37 

2 

Naw  Haxico 

1,084 

12 

13.4 

14 

5.6 

28 

1,951 

19 

7 

45 

Naw  York 

5.846 

34 

8.1 

7 

6.7 

30 

2.782 

41 

22 

14 

North  Carolina 

1.223 

14 

35.0 

33 

7.0 

32 

2.014 

23 

S 

48 

North  Dakota 

2.259 

24 

3.8 

3 

0.1 

2 

1,572 

S 

17 

21 

790 

8 

40.9 

36 

6.8 

31 

3,172 

48 

20 

17 

Oklahooa 

3.726 

29 

16.1 

18 

15.6 

42 

1,806 

14 

10 

35 

Oravon 

1.798 

20 

13.8 

15 

3.4 

23 

2,085 

26 

25 

9 
2S 

21 
IS 

Pannaylvania 
Rhoda  Island 

11,312 
5,109 

42 
33 

22.9 
17.5 

25 

20 

8.1 
0.9 

38 

10 

1,582 
2,388 

6 
35 

IS 
18 

South  Carolina 

2,192 

22 

46.3 

42 

7.1 

34 

3.164 

47 

20 

South  Dakota 

8 

1 

5.3 

4 

0.6 

7 

2.368 

32 

10 

35 

38 

Tannasaoa 

30,540 

50 

59.5 

44 

12.8 

41 

2.189 

29 

9 

Taxaa 

22,143 

48 

46.1 

41 

72.9 

49 

2,776 

40 

12 

31 

Utah 

6.228 

36 

64.6 

46 

1.2 

11 

2.148 

27 

13 

28 

7 

Vermont 

1.453 

17 

10.5 

12 

11.9 

40 

2.456 

36 

27 

Virginia 
Waahinffton 
Waat  Virginia 
Wlaconain 
Wyoming 


7.181 

6.134 

26.141 

489 

6,845 


19.5 
20.1 


1.6 

17.2 

8.0 


2.384 
2.374 
1.876 
1.997 
1.373 
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10 


PesClcides  Fertilizer 

Per  Acre  of  Use  Per 

Harvest  Crop  Capita 

LbB   Rank  Lbs  Rank 


Total  Water    Spills  of   Global  Wazmias 
Use  Per    Haz.  LlQuids     Gases 
Capita      1990-1992    Per  Capita 
Gal/day  Rank    Gal  Rank   Tons   Rank 


4.2 

42 

197 

29 

2,002 

34 

471 

21 

32.8 

41 

Alaska 

n/a 

21 

7 

1,165 

14 

212 

6 

n/a 

Arizona 

7.8 

47 

104 

17 

1,793 

32 

1,762 

38 

19.0 

18 

Arkansas 

2.S 

23 

509 

41 

3,335 

44 

267 

13 

30.9 

38 

California 

23.9 

49 

111 

19 

1,573 

26 

8,057 

48 

15.6 

10 

Colorado 

1.6 

9 

204 

30 

3,864 

45 

2,455 

42 

23.1 

27 

Connecticut 

3.1 

28 

3 

1 

1,475 

24 

131 

4 

13.1 

4 

Delaware 

3.5 

30 

194 

28 

2,055 

35 

410 

20 

25.2 

32 

Florida 

41.3 

SO 

36 

11 

1,386 

22 

9,461 

49 

12.9 

3 

Georgia 

5.2 

44 

133 

22 

827 

4 

332 

16 

26.0 

33 

Hawaii 

n/a 

95 

14 

2,472 

39 

244 

12 

a/a 

Idaho 

2.2 

18 

1,043 

46 

19,568 

50 

762 

27 

15.7 

11 

Illinois 

2.4 

22 

474 

39 

1,577 

27 

1,548 

36 

30.8 

37 

Indiana 

2.6 

24 

441 

38 

1,701 

30 

700 

25 

48.5 

46 

Iowa 

3.0 

27 

1,620 

48 

1,030 

9 

180 

5 

26.4 

34 

Kansas 

1.1 

5 

988 

45 

2,454 

38 

649 

24 

32.1 

40 

Kentucky 

2.1 

16 

311 

35 

1,172 

15 

307 

15 

34.4 

43 

Louisiana 

4.0 

41 

166 

25 

2,217 

36 

4,571 

46 

51.6 

47 

Maine 

3.9 

38 

23 

8 

929 

8 

226 

10 

18.4 

16 

Haryland 

2.9 

26 

96 

15 

1,341 

19 

2,236 

41 

17.5 

14 

Massachusetts 

6.3 

46 

5 

2 

917 

7 

1,011 

32 

14.3 

8 

Michigan 

4.0 

40 

ISO 

23 

1,248 

17 

1,489 

35 

20.9 

21 

Minnesota 

1.8 

13 

657 

44 

747 

3 

476 

22 

19.7 

19 

Mississippi 

3.6 

34 

410 

37 

1,413 

23 

490 

23 

20.8 

20 

Missouri 

1.7 

11 

503' 

40 

1,354 

21 

773 

28 

24.2 

29 

Montana 

0.5 

2 

619 

42 

11,655 

48 

1,561 

37 

39.5 

44 

Nebraska 

2.2 

17 

1,913 

49 

5,667 

47 

217 

8 

24.7 

31 

Nevada 

0.3 

1 

9 

4 

2,789 

42 

2,460 

43 

21.2 

22 

New  Haapshire 

1.4 

7 

9 

5 

1,185 

16 

212 

7 

14.2 

7 

New  Jersey 

8.1 

48 

8 

3 

1,658 

29 

730 

26 

13.2 

5 

New  Mexico 

3.7 

37 

115 

20 

2,297 

37 

279 

14 

44.2 

45 

New  York 

3.7 

36 

31 

10 

1,056 

10 

858 

31 

11.5 

2 

North  Carolina 

3.6 

33 

165 

24 

1,350 

20 

840 

30 

18.7 

17 

North  Dakota 

0.8 

3 

2,164 

SO 

4,195 

46 

230 

11 

89.1 

49 

Ohio 

2.4 

20 

349 

33 

1,079 

11 

2,037 

40 

27.0 

35 

Oklahoma 

0.8 

4 

378 

36 

529 

2 

2,653 

44 

33.0 

42 

Oregon 

3.6 

32 

249 

32 

2,966 

43 

344 

17 

13.4 

6 

Pennsylvania 

2.7 

25 

40 

12 

827 

5 

7,767 

47 

23.3 

28 

Rhode  Island 

5.7 

45 

20 

6 

524 

1 

70 

3 

9.6 

1 

South  Carolina 

4.6 

43 

105 

18 

1,721 

31 

3,597 

45 

17.8 

15 

South  Dakota 

1.2 

6 

1,097 

47 

851 

6 

40 

2 

21.6 

23 

Tennessee 

1.7 

12 

190 

27 

1,884 

33 

831 

29 

24.7 

30 

Texas 

2.4 

21 

169 

26 

1,484 

25 

9,750 

SO 

31.2 

39 

Utah 

2.3 

19 

125 

21 

2,600 

41 

1,789 

39 

28.4 

36 

Vermont 

1.5 

8 

41 

13 

1,123 

13 

12 

1 

14.5 

9 

Virginia 
Washington 
West  Virginia 
Wisconsin 
Wyoming 


310 
655 


1,109 
1,633 
2,554 
1,331 
16,753 


1,415 
359 
391 
221 

1,359 
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IX  12  13  1«  15 

l^ix  Avar>s«  1000a  of    Total  Enargy  Chang*  In 

State  Quality  Miles  Per  Milea  Driven  Consumption  P/c  Energy 

ffallrm  Gas  Per  Sq  Mile  Million  BTOs  Consuaption 

Grade  Rank  •    Rank  •   Rank  p/c  Rank  \    Rank 

Alabama  0.18  IS  16.84  26  902  28  400  39  -3.0  33 

Alaska  0.81  28  13.47  48  7  1  1.043  SO  77.6  SO 

Arirona  1.62  38  16.71  29  308  14  246  11  -21.0  2 

Arkansas  0.00  1  14.12  47  443  17  332  30  -13.1  16 

California  S.41  SO  17.18  22  1,683  40  230  6  -19.2  4 

Colorado  1.18  32  16.77  27  279  11  276  12  -13.1  18 

Connecticut  4.29  47  17.63  9  5,461  47  232  7  -2.4  34 

Delaware  2.78  42  17.63  9  3,526  4S  350  33  -13.8  12 

Florida  0.73  26  16.74  28  2,119  42  227  4  -7.5  26 

Georgia  1.18  32  17.72  7  1,345  34  310  25  3.3  39 

Hawaii  0.00  1  20.33  1  1,256  33  227  3  -14.8  9 

Idalio  0.00  1  17.67  8  130  7  363  35  -13.2  15 

Illinois  3.18  44  16.22  35  1,576  37  300  21  -15.5  8 

T,„««^.  0.82  29  16.95  25  1.591  38  425  44  -7.9  25 

Iowa  O.DO  1  14.83  45  428  16  330  29  -1.6  3S 

Kansas  0.00  1  16.99  24  29S  13  402  40  -S.3  30 

Kentucky  0.66  20  16.01  37  9S8  29  408  42  12.0  47 

Louisiana  0.45  17  15.37  41  777  26  830  48  -1.1  37 

Maine  1.25  34  17.37  19  394  IS  300  20  -8.1  23 

Maryland  3.41  46  17.51  15  4,286  46  245  8  -14.6  10 

Massachusetts  3.33  45  18.27  5  6,041  48  228  5  -14.0  11 

Michigan  1.17  31  17.53  13  1,482  36  29S  17  -12.2  20 

Minnesota  0.53  19  17.40  17  517  19  306  22  -3.9  32 

Mississippi  0.00  1  16.34  34  559  20  370  37  6.2  42 

Missouri  0.70  24  15.64  40  773  25  289  IS  -1.3  36 

Montana  0.05  14  15.05  42  59  2  413  43  -12.0  21 

Nebraska  0.00  1  14.92  43  190  9  31S  27  -7.1  27 

Mevada  0.68  22  13.11  SO  99  6  310  26  -23.2  1 

New  Hampshire  0.69  23  17.91  6  1,122  30  220  2  -13.2  14 

New  Jersey  5.09  49  16.51  31  8,008  SO  308  24  5.0  40 

Hew  Mexico  0.30  16  17.63  9  152  8  369  36  -13.5  13 

New  York  4.49  48  17.53  13  2.327  44  200  1  -17.3  S 

North  Carolina  0.72  25  17.34  20  1.386  35  295  18  6.9  43 

North  Dakota  0.00  1  14.39  4S  SB  4  514  46  59.4  49 

Ohio  1.37  37  17.39  18  2.325  43  339  31  -13.1  17 

Oklahoma  0.00  1  17.10  23  Sll  18  405  41  7.6  44 

Oregon  0.67  21  16.69  30  291  12  316  28  -11. S  22 

Pennsylvania  2.08  41  16.16  36  1,990  41  300  19  -16.2  6 

Rhode  island  2.99  43  18.99  2  7,345  49  246  10  5.7  41 

South  Carolina  0.01  13  16.01  37  1,164  31  340  32  10.8  45^ 

south  Dakota  0.00  1  14.84  44  95  S  288  14  11.4  46 

Tennessee  0.7S  27  16.35  33  1,213  32  357  34  -5.9  28 

Texas  1.62  38  16.41  32  624  21  562  47  -15.7  7 

Utah  1.14  30  17.43  16  198  10  307  23  -20.6  3 

Vermont  0.00  1  17.31  21  651  22  246  9  -4.1  31 

Virginia  1.26  35  17.61  12  1,602  39  291  16  3.0  38 

Washington  1.36  36  18.31  4  742  24  388  38  -S.6  29 

wast  Virginia  0.52  18  15.99  39  684  23  438  45  -12.8  19 

Wisconsin  1.85  40  18.51  3  877  27  280  13  -7.9  24 

Wyoming  0.00  1  13.32  49  «4  3  906  49  14.4  48 
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16 


17 


18 


19 


20 


State  Spending  State  Budget 

On  The  Spent  On 

Environaent  Environment 

$  p/c   Rank  \          Rank 


Environment   Pollution  Qalsalons 
Policy    Subsidy  vs.    To  Jobs 
Record    Investment     Ratio 

Grade   Rank    t  Rank    *   Rank 


Pinal 
Score 


Alabama 
Alaska 
Arizona 
Arkansas 

California 


22.43 
519.79 
15.63 
25.66 
68.44 


40 


1.02 


38 


25.6 


23.1 
77.4 


47 


59 


40  325 

47  1,252 

43  362 

39  225 

5  45 


681 
551 
567 
579 
423 


Colorado 

Connecticut 

Delaware 

Florida 

Georgia 


68.41 
20.98 
63.70 
29.30 
21.69 


66.4 

40.0 


102 
186 
116 


377 
442 
518 
461 
544 


Hawaii 

Idalio 

Illinois 

Indiana 

Iowa 


34.04 

81.22 
35.17 
13.98 
23.74 


0.67 
0.97 


33.0 
50.6 


167 
126 
230 
174 


360 
425 
563 
687 
491 


Kansas 

Kentucky 

Louisiana 

Maine 

Maryland 


23.16 
28.38 
49.16 
47.35 
31.98 


1.97 
1.66 
1.22 


172 
-42 
410 
-103 


401 

231 

2,623 

160 

67 


625 
594 
708 
331 
413 


Massachusetts 

Michigan 

Minnesota 

Mississippi 

Missouri 


39.08 
23.56 
50.50 
30.41 
50.31 


1.16 
0.91 


64.6 
28.8 


35 

107 
108 
473 

150 


389 
541 
381 
612 
530 


27 


Montana 

Nebraska 

Nevada 

New  Bampshlre 

New  Jersey 


72.32 
27.89 
46.17 
39.50 
51.85 


2,073 
155 

134 


559  33 

520  25 

434  17 

310  2 

464  21 


New  Mexico 
New  York 

North  Carolina 
North  Dakota 
Ohio 


35.62 
32.08 
16.96 
79.48 
16.26 


48 


0.64 


49 


49.9 


19 


-17 


17 


135 
110 
164 


28 


533 
424 
578 
458 
586 


28 


38 


Oklahoma  19.12  45  0.83  44  32.1  38  29  34  209  34  588 

Oregon  58.06  11  2.28  10  67.1  4  -16  18  92  16  395 

Pennsylvania  24.13  36  1.07  35  47.8  20  -38  11  79  13  511 

Rhode  Island  40.38  20  1.17  31  59.0  11  -43  8  48  7  397 

South  Carolina  32.92  27  1.27  28  38.3  31  -5  23  182  32  611 

South  Dakota  45.02  18  2.21  11  23.6  49  13  30  88  15  396 

Tennessee  22.04  41  0.88  42  31.7  40  174  46  436  42  698 

Texas  18.36  46  1.06  36  37.4  32  14  31  445  43  703 

Utah  43.95  19  1.84  14  29.8  42  411  SO  967  45  556 

Vermont  89.60  3  2.90  5  54.8  IS  -16  18  24  1  282 

Virginia  28.27  33  1.31  26  47.0  21  30  35  175  31  521 

Washington  78.45  6  1.58  21  54.8  IS  -39  10  87  14  430 

Wast  Virginia  21.02  43  0.79  45  27.5  45  3  25  370  40  652 

Wisconsin  36.75  23  1.44  24  67.6  3  -44  7  75  12  379 

Wyoming  '221.20  2  5.53  2  26.6  46  102  43  1,204  47  601 
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Economists  Endorsing*  Economic  Weli-Being  and  Environmental 
Protection  in  the  Pacific  Nortli west 


Montana 


California  Tiraotiiy  Duane,  City  and  Regional  Planfaing,  U.  Calif.  Berkeley 

Steve  Hackett,  School  of  Business  &  Economics,  Humboldt  State  U. 

William  Stewart,  Facificlnstitute,  Oakland,  Calif- 
Idaho  ■  Gerald  F.  Draayer,  Economic^,  Boise  State  University 

..■'•.    Joel  Hamilton,  Agricultural  Economics,  University  of  Idaho 

Don  Reading,  Ben  Johnson  Associates,  Boise,  Idaho 
I    Larry  Reynolds,  Economics,  Boise  State  University 
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Economic  Well-Being  and  Environmental  Protection 
in  the  Pacific  Northwest 


Executive  Summary 

By  almost  any  measure  of  economic  vitality,  the  four  states  of  the  Pacific  Northwest — Idaho, 
Montana,  Oregon,  and  Washington — have  been  remarimbly  healthy  and  vibrant  over  the  past 
decade.  For  example,  between  1988  and  1994: 

•  The  number  of  jobs  in  the  region  increased  by  940,000  or  18%. 

•  Total  personal  real  income  of  the  region's  households  increased  by  $42  billion 
or  24%. 

•  Total  real  earnings  of  the  region's  workers  increased  by  $28  billion  or  24%. 

•  The  average  real  income  of  the  region's  residents  increased  $1,750  or  9%. 

For  each  of  these  variables,  the  growth  in  the  Pacific  Northwest  was  two  to  three  times  the 
national  rate,  and  economic  projections  for  the  region  indicate  that  growth  in  jobs  and  incomes 
in  this  region  should  continue  to  outpace  the  rest  of  the  nation  for  the  foreseeable  future. 
Although  some  areas  will  see  much  more  growth  than  others  and  some  will  struggle  to  main- 
tain existing  levels  of  economic  activity,  virtually  all  communities  within  the  region  will  enjoy 
some  of  this  growth.  The  current  cyclical  slowdown  in  the  national  and  regional  economies 
should  notlje  allowed  to  obscure  these  impressive  performances  and  optimistic  forecasts. 

Despite  this  exceptional  performance,  many  residents  feel  uneasy  about  the  regional  economy 
and  havQ  the  impression  that  it  is  about  to  collapse.  Some  are  urging  local,  state,  and  national 
leaders  to  take  corrective  action.  But  action  to  correct  a  problem  that  does  not  exist  can  do  far 
more  harm  than  good. 


The  net  result  is  that  the  region  is  successfully  navigating  from 

being  dependent  on  a  few  extractive  industries  to  having  a 

modern,  widely  diversified  economy. 


This  consensus  report,  supported  by  over  thirty  economists  from  all  five  Pacific  Northwest 
states,  attempts  to  clarify  what  is  happening  in  the  regional  economy.  It  also  offers  guidance  to 
workers,  households,  students,  firms,  and  communities  about  how  best  to  take  advantage  of  the 
region's  economic  strengths. 

Both  the  region's  strong  economic  performance  and  a  significant  part  of  the  unease  that  is  felt 
by  the  public  stem  from  the  same  origin:  The  economy  of  the  Pacific  Northwest  is  undergo- 
ing a  profound  transition.  During  the  last  decade  the  industries  once  central  to  the  region's 
economy — aerospace  and  the  natural-resource  industries  (agriculture,  timber,  fishing,  and 
mining) —  have  experienced  significant  declines  and  have  eliminated  tens  of  thousands  of 
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value-added  activities  which  increase  jobs  without  similarly  increasing  the  level  of  resource 
extraction.  Overall,  the  new  jobs  outside  of  the  historic  extractive  base  have  paid  high  enough 
wages  for  real  earnings  per  job  to  rise  almost  four  times  as  rapidly  as  in  the  nation  as  a  whole. 

In  short,  the  Pacific  Northwest  does  not  have  to  choose  between  jobs  and  the  environment. 
Quite  the  opposite:  A  healthy  environment  is  a  major  stimulus  for  a  healthy  economy. 

This  is  not  to  say  that  protecting  the  region's  environmental  advantages  will  be  without  cost, 
for  both  money  and  political  will  are  required  to  prevent  environmental  degradation  harmful  to 
the  economy.  Such  harm  occurs  whenever  the  region's  natural  resources  are  allocated  to  low- 
value  uses  when  protecting  and  enhancing  them  has  a  higher  value.  An  equally  potent  threat 
comes  from  growth  itself,  which  can  overwhelm  the  environment  with  more  people,  conges- 
tion, and  urban  sprawl.  If  the  residents  of  this  region  want  a  healthy  economy,  they  will 
have  to  make  the  economic  and  political  investments  necessary  to  guard  against  both 
types  of  environmental  degradation. 

Protecting  the  environment,  by  itself,  cannot  ensure  that  everyone  in  the  region  has  a  bright 
future.  As  in  the  rest  of  the  nation,  workers  in  this  region  with  lower  levels  of  education, 
experience,  and  skill  are  seeing  their  earnings  shrink  relative  to  those  with  higher  levels  of 
education,  experience,  and  skill.  The  workers  being  harmed  by  the  transformation  of  the 
economy  are  those  whose  skills  and  work  experience  are  not  easily  transferred  to  the  new 


The  pain  of  the  lost  jobs  should  not  obscure  the 
new  jobs  that  are  being  created. 


expanding  sectors  of  the  economy.  As  a  result,  the  transition  for  them  and  their  communities  is 
disruptive  and  painful.  These  negative  consequences  of  the  economic  transformation  should 
not  be  trivialized  or  ignored.  But  these  consequences  cannot  be  avoided  by  trying  to  turn  back 
the  economic  clock.  The  pain  of  the  lost  jobs  should  not  obscure  the  new  jobs  that  are  being 
created.  The  best  way  to  help  those  at  risk  of  being  left  behind  as  the  region's  economy 
develops  is  to  help  individuals  and  communities  acquire  the  capability  and  flexibility  to 
take  advantage  of  the  opportunities  that  are  being  generated  in  tiie  new  economy.  The 
winners  in  our  increasingly  risky  economy  need  to  assist  those  disadvantaged  by  the  changes 
to  successfully  negotiate  the  transition. 

This  consensus  statement  on  Economic  Well-Being  and  Environmental  Protection  in  the 
Pacific  Northwest  is  the  product  of  a  two-day  meeting  in  Portland  during  the  summer  of  1995 
of  about  two  dozen  regional  economists.  At  that  meeting  a  subcommittee  was  asked  to  work 
with  the  transcripts  of  the  meeting  to  prepare  a  statement  for  public  distribution.  Several  drafts 
were  circulated  among  regional  economists  and  from  that  review  process  emerged  this  state- 
ment and  its  endorsements.  No  attempt  was  made  to  maximize  the  number  of  endorsements, 
only  to  show  the  broad  geographic  distribution  of  support 

For  more  information  contact  T.M.  Power,  Economics,  University  of  Montana,  Missoula,  MT  59812 
Phone:  406/243-4S86   Fax:  406/243-4076. 
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Economic  Well-Being  and  Environmental  Protection 
in  the  Pacific  Northwest 


1 .  Introduction:  What's  Really  Happening  to  the  Economies  of  the 

Pacific  Northwest?  ,' 

By  most  indicators,  the  economies  of  the  Pacific  Northwest  states  have  consistently  outper- 
formed the  rest  of  the  nation  over  the  past  decade.  Employment,  earnings,  and  population  have 
all  grown  at  rates  two  to  three  times  the  national  average.  And,  although  there  may  be  tempo- 
rary setbacks  now  and  then  as  the  regional  and  national  economies  move  through  normal 
business  cycles,  the  Pacific  Northwest  should  continue  to  outperform  the  rest  of  the 
nation  for  the  foreseeable  future. 

Despite  this  rosy  economic  outlook,  however,  many  residents  of  the  Pacific  Northwest  feel 
anything  but  positive  and  confident  about  the  economy  upon  which  they  rely.  There  is  a 
widespread  feeling  of  unease  and  insecurity  about  the  changes  taking  place  within  the 
economy  and  the  impact  those  changes  will  have  on  residents'  ability  to  provide  for  them- 
selves and  their  families. 

These  feelings  of  economic  insecurity  are  understandable.  Nationwide,  the  economic  news  is 
regularly  drsconcerting:  Workers  in  nonmanagement  jobs  continue  to  see  the  purchasing 
power  of  their  wages  decline.  National  corporations  repeatedly  announce  wide-scale  layoffs, 
eliminating  thousands  of  familiar,  high-paying  jobs.  There  is  a  pervasive  perception  that, 
although  some  elements  of  the  economy  are  prospering,  the  negative  impacts  on  families, 
communities,  and  the  environment  threaten  the  traditional  fabric  of  American  life. 


The  Pacific  Northwest  should  continue  to  outperform  the  rest  of 
the  nation  for  the  foreseeable  future. 


In  addition,  there  have  been  significant  changes  within  the  economies  of  the  Pacific  Northwest 
states  that  contribute  to  a  sense  of  foreboding.  The  historically  important  natural-resource 
industries,  including  timber,  agriculture,  fishing,  and  mining,  have  been  contracting.  Other 
major  components  of  the  economy,  such  as  aerospace  firms,  are  also  shrinking  with  the  end  of 
the  Cold  War.  Many  fear  that  these  changes  will  lead  to  the  collapse  of  jobs,  families,  and 
communities. 

The  combination  of  these  national  and  regional  changes  in  the  economy  leave  residents  uncer- 
tain and  fearful  about  the  economic  future  and  lead  them  to  view  the  recent  economic  past  and 
present  in  relatively  bleak  terms.  As  a  result,  the  relatively  impressive  performance  of  the 
regional  economy  over  that  past  half  decade  tends  to  get  ignored  and  the  very  positive  projec- 
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The  other  states'  perfonnances,  however,  have  not  been  "shabby."  The  "worst"  performances 
(Oregon  and  Montana)  had  employment  growing  at  a  rate  "only"  2.2  times  the  national  aver- 
age and  real  earnings  climbing  at  a  rate  "only"  2.5  times  the  national  average. 

For  the  region  as  a  whole,  total  personal  income,  which  includes  dividends,  rent,  interest,  and 
retirement  income  as  well  as  labor  earnings,  grew  at  a  rate  2.2  times  the  national  average  after 
adjusting  for  inflation.  Real  earnings  by  themselves  grew  almost  three  times  faster.  Real  per 
capita  income  improved  at  a  rate  over  two  times  faster  as  did  employment  Population  also 
grew  at  twice  the  national  rate  as  the  region  drew  new  immigrants  from  across  the  nation.  (See 
Table  1.)  The  accompanying  graph  provides  a  visual  picture  of  the  superior  performance  of 
the  regional  economy  in  terms  of  generating  both  jobs  and  earnings. 


Table  1 

Measures  of  the  Vitality  of  the  Economies  of  the  Pacific  Northwest  States 

State 

Employment  (88-94) 

Personal  Income  (88-94) 

Average  Income  (88-94) 

Earnings  (88-94) 

Population  (90-94) 

change  State/US 

change  StateAJS 

change  StateAJS 

change  StateAJS 

change  StateAJS 

ID 

27.7%     3.6 

31.5%      2.8 

14.4%       313 

34.5%     3.9 

12.0%      2.7 

Ml 

17.0%     2.2 

18.7%      1.7 

10.9%       2.S 

22.6%     2.5 

7.0%       1.6 

OR 

17.0%     2.2 

22.6%       2 

8.5%       1.9 

20.3%     2.3 

8.0%       1.8 

WA 

17.2%     2.3 

24.4%      2.2 

8.0%       1.8 

24.0%     2.7 

9.0%       2.1 

PNW 

17.9%     2.4 

23.9%      2.2 

9.1  %       2.1 

2:3.8%     2.7 

8.8%        2 

US 

7.7%       1 

11.1%       1 

4.3%         1 

8.9%       1 

4.4%        1 

Sources:  U.S.  Bureau  of  Economic  Analysis,  Regional  Economic  Inforrruition  System.  Income  data  converted  to  1994  $s  using  the  CPI. 


Economic  Vitality:  Pacific  Northwest  v.  US 


1.25 


PNW  Real  Earnings 


PNW  Employment 
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Year 


94 


311 


There  are  important  lessons  here  regarding  the  resiliency  and  diversity  of  the  regional 
economy.  In  particular,  it  is  apparent  that  the  economic  fate  of  the  entire  region  no  longer 
rests  solely,  or  even  predominantly,  on  these  two  industries.  The  regional  economy  is  more 
balanced,  diversified,  and  resilient  than  implied  by  the  common  description  of  it  as  a  "natural 
resource  economy"  threatened  by  loss  of  access  to  raw  materials. 

This  superior  economic  performance  during  the  last  decade,  despite  declines  in  industries  that 
historically  were  the  centerpiece  of  the  regional  economy,  should  not  be  looked  upon  as  a 
temporary  "fluke"  that  will  be  reversed  in  time.  The  economic  forecasts  developed  by  each 
state  for  the  coming  years  indicate  that  jobs  and  incomes  in  the  region  should  continue  to  grow 
faster  than  in  the  rest  of  the  nation,  despite  ongoing  declines  in  forest  products  and  aerospace. 
(See  Table  2.)  Growth  may  be  slower  than  in  the  recent  past,  however,  primarily  because  the 
recent,  almost  explosive  expansion  may  not  be  sustainable  over  a  long  period  of  time.  A  recent 
Oregon  forecast  suggests  that  labor  shortages  and  rising  labor  costs  may  slow  the  rate  of 
business  expansion  (Oregon  Department  of  Administrative  Services,  1995,  p.  16).  It  is  impor- 
tant to  note  that  this  problem  is  one  caused  by  workers  not  moving  to  the  region  fast  enough 
rather  than  a  failure  of  the  economy  to  create  sufficient  job  opportunities.  There  also  are 
indications,  however,  that  growth  in  the  high  tech  sectors  in  Washington  and  Oregon  is  con- 
tinuing at  a  high  rate. 


Table  2 
.               Summary  of  State  Government  Economic  Forecasts 
Pacific  Northwest  States 

State 

Employment 
Growth 

Real  Income 
Growth 

Forecast 
Period 

Idaho 

3.3% 

3.9% 

1995-1998 

Montana 

1.5% 

1.0% 

1995-1997 

Oregon  ■ 

3.0% 

3.7% 

1995-1996 

Washington 

2.0% 

2.9% 

1995-1997 

PNW  States 

2.4% 

3.1% 

1995-1997 

United  States 

1.6% 

2.4% 

1995-1997 

PNW/US 

1.5 

1.3 

1995-1997 

Sources:  Washington  Economic  and  Revenue  Forecast,  June,  1995 
Oregon  Economic  and  Revenue  Forecast,  September,  1995: 
Idaho  Economic  Forecast,  July,  1995: 
Economics  Montana,  BBER,  U  ofMT,  Spring,  1995. 
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distinguishing  feature.  Further  to  the  east,  the  high  desert  and  the  Northern  Rocky  Mountains, 
with  their  rivers,  lakes,  and  forests,  identify  a  region  of  world  class  recreational  opportunities 
and  scenic  beauty.  The  region  retains  a  good  part  of  its  natural  pristine  character  and  is  rela- 
tively uncrowded  compared  to  other  areas.  These  environmental  features  are  not  just  aesthetic 
qualities  that  are  nice  but  of  litUe  economic  importance:  TTiey  are  also  one  source  of  the  eco- 
nomic vitality  of  the  region  because  of  these  two  basic  economic  facts: 

•  Many  people  move  to  this  region,  and  remain  here,  because  they  want  to  enjoy  its 
high-quality  living  environment. 

•  That  growth  in  population  stimulates  the  development  of  new  businesses  and  the 
expansion  of  existing  ones. 

Of  course,  economic  causality  does  not  run  just  one  way,  with  migration  stimulating  job 
creation.  Job  creation  also  stimulates  immigration.  A  complex  dynamic  process  has  been 
triggered  in  the  region.  One  part  of  that  dynamic  process  seems  to  be  clearly  tied  to  the 
region's  amenities. 

In  short,  one  of  the  reasons  jobs  and  incomes  in  the  PNW  are  growing  faster  than  elsewhere  in 
the  U.S.  is  because  the  region's  population  is  growing  faster,  and  the  population  is  growing 
faster  because  many  people  believe  that  this  is  a  wonderful  place  to  live,  work,  and  raise 
a  family.  The  attractiveness  of  the  region  assures  an  adequate  and  attracdve  labor  supply  and 
growing  markets  for  goods  and  services.  The  result  is  that  economic  activities,  investment, 
firms,  jobs,  and  incomes  are  shifting  from  other  regions  to  the  PNW  as  workers  and  house- 
holds migrate  to  this  region  in  pursuit  of  preferred  living  environments. 


The  region  is  perceived  as  providing  a  superior,  attractive 

environment  in  which  to  live,  work,  and  do  business.  The  natural 

environment  appears  to  be  especially  important. 


Thus,  the  transition  in  the  economy  of  the  PNW  is  being  partially  driven  by  the  interaction  of 
two  important  factors.  One  is  that,  in  a  society  where  people  are  more  mobile  than  ever,  large 
numbers  of  people  want  to  live  in  this  region  and,  hence,  many  more  move  to  this  region  each 
year  than  move  out  of  it  The  other  is  that,  as  transportation  and  communication  costs  decline 
and  industries  focus  more  and  more  on  the  production  of  value-added  goods  and  services, 
industrial  activity  is  increasingly  footloose,  i.e.,  it  can  locate  almost  anywhere.  In  other  words: 

"[Tjhere  is  less  'stuff  in  the  stuff  that  we  buy  today.  Wood  products,  for  instance, 
used  to  mean  plywood  and  dimensional  lumber  [but  today]  less  of  the  total  value 
of  the  product  comes  from  wood  and  more  of  the  value  comes  from  engineering. 
And  that  engineering  can  happen  almost  anywhere.  In  short,  less  of  the  value  of  our 
goods  comes  from  the  raw  materials  and  more  comes  from  intellectual  activity. 
This  shifts  regional  economies  away  from  natural  resource  bases  toward  human 
resource  bases.  As  our  old  ways  of  explaining  regional  economic  activity  will 
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A  large  number  of  the  new  jobs  pay  wages  higher  than  those  in  the  natural-resource 
industries.  In  Oregon,  for  instance,  the  average  annual  wage  in  1993  in  the  high  tech  sectors 
was  almost  $40,000  while,  by  contrast,  the  average  annual  wage  in  the  luniber-and-wood- 
products  industry  was  about  $28,000.  Just  as  important,  whUe  the  pay  associated  with  high 
tech  and  services  has  been  rising,  the  real  annual  wage  associated  with  lumber-and-wood 
products  has  been  falling  steadily,  from  $36,000  in  1978  to  $28,000  today.  In  many  respects, 
the  lumber-and-wood  products  industry  no  longer  is  a  high-wage  industry:  Where  wages  in  the 
industry  once  were  40  percent  higher  than  average  wages,  they  now  are  only  15  percent  higher 
and  this  differential  may  largely  reflect  the  industry's  greater  risk  of  injury.  [Oregon  Employ- 
ment Department,  March,  15, 1995] 

It  is  not  only  high  tech  manufacturing  that  is  creating  relatively  high  paying  jobs.  Some  of  the 
fastest  growing  service  sectors — business,  legal,  and  medical  services— also  pay  higher  than 
average  wages,  and  so  do  other  sectors,  such  as  wholesale  trade,  that  are  expanding  as  a  result 
of  the  transition  in  the  regional  economy.  Over  the  last  decade,  for  the  region  as  a  whole, 
earnings  per  job  have  been  growing  at  almost  four  times  the  national  rate  and  average 
incomes  have  been  growing  over  twice  as  fast  as  the  national  average. 

c.  Responding  to  Economic  Disruption  and  Dislocation 

The  shift  in  this  region's  economy,  away  from  natural-resource  industries  and  to  industries 
whose  prosperity  depends  on  the  region's  attractive  environment,  has  been  painful  to  many 
households  and  communities,  especially  in  some  nonmetropolitan  areas.  Workers  have  lost 
jobs,  families  have  lost  incomes,  local  governments  have  lost  revenue  and  curtailed  services, 
and  communities  have  lost  their  sense  of  history  and  stability.  We  encourage  all  the  citizens  of 
this  regjon  to  support  meaningful  efforts  to  mitigate  the  economic  and  social  distress  that 
accompanies  the  closure  of  a  sawmill,  the  termination  of  a  commercial  fishery,  or  the  exhaus- 
tion of  a  mine's  ore  reserves. 


We  encourage  all  the  citizens  of  this  region  to  support  meaningful 

efforts  to  mitigate  the  economic  and  social  distress  that 

accompanies  the  closure  of  a  sawmill,  the  termination  of  a 

commercial  fishery,  or  the  exhaustion  of  a  mine's  ore  reserves. 


It  is  important  to  realize,  however,  that  proposals  to  reverse  the  economic  transition,  such  as 
those  that  call  for  blanket  increases  in  timber  harvests  from  federal  lands,  with  disregard  for 
the  overall  environmental  and  economic  impacts,  offer  little  meaningful  relief  to  those  who  are 
enduring  much  of  the  cost  of  the  transition,  and,  in  the  end,  they  are  likely  to  do  more  harm 
than  good.  The  quality  of  this  region's  natural  environment  has  tremendous  economic  value 
and  is  one"  of  the  driving  forces  behind  the  growth  in  jobs,  incomes,  and  industrial  diversifica- 
tion. Policies  and  actions  that  significandy  diminish  the  natural  environment  may 
threaten  this  region's  economic  future  and  should  be  undertaken  only  after  careful 
deliberation  shows  that  they  are  worthwhile. 
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and  skill  faster  than  workers  are  completing  school  and  acquiring  those  skills.  The  result- 
ing intense  competition  for  liighly  skilled  workers  has  taised  their  real  wages  while  wages  for 
those  with  less  education  and  lower  skills  are  declining.  The  result  has  been  increasing  in- 
equality among  workers  (Bound  and  Johnson,  1995).  This  is  of  particular  concern  in  some  of 
the  natural-resource  industries  where,  in  the  past,  workers  with  below-average  levels  of  educa- 
tion could  earn  above-average  wages.  As  those  jobs  are  eliminated  some  of  the  dislocated 
workers  wiU  find  it  difficult  to  qualify  for  new  jobs  in  other  industries  paying  comparable 
wages. 

The  high  levels  of  in-migration  into  the  region  can  compound  the  problems  for  existing  resi- 
dents who  have  lost  their  jobs.  The  in-migrants  tend  to  be  more  highly  educated  and  have  more 
work  experience.  Their  very  migration  represents  a  self-selection  of  the  more  confident  and 
competitive  job  seekers.  As  a  result,  even  within  an  ongoing  employment  and  population 
boom,  unemployed  existing  residents  may  find  their  employment  difficulties  made  worse. 
That,  for  example,  appears  to  have  been  the  case  in  Oregon  as  the  number  of  workers  exhaust- 
ing their  unemployment  benefits  rose  significantly  during  the  employment  boom  of  the  early 
1990s  (Oregon  Labor  Department,  1993  and  1994).  The  lesson  here  is  a  strong  one:  Current 
residents  of  the  region  will  enjoy  fully  the  benefits  of  the  economic  transition  that  is  taking 
place  here  only  if  they  obtain  more  education  and  training.  If  the  individuals,  families,  commu- 
nities, and  the  states  of  this  region  fail  to  make  efficient,  effective  investments  in  education, 
they  also  will  fail  to  keep  pace. 


4.  Environmental  Protection  and  Economic  Performance  in  the  PNW 

No  other  region  has  a  longer,  more  intense  history  of  controversy  over  the  economic  impacts 
of  environmental  protection.  Our  history  of  environmental  conflict  shows  that  the'impacts  of 
protection  are  many,  some  positive  and  some  negative,  but  our  strong  economic  performance 
over  the  past  decade  clearly  indicates  that,  overall,  the  net  effect  has  not  been  negative.  Re- 
versing these  efforts  to  protect  our  environment  could  impose  serious  economic  harm  on 
the  region.  This  is  not  to  say,  however,  that  the  region  has  approached  the  issues  of  environ- 
mental protection  and  economic  development  in  an  efficient  manner.  The  region  can  do  better. 

a.  The  Causes  of  Job  Loss  in  the  PNW's  Natural  Resource  Industries 

Because  jobs  in  the  natural-resource  industries  have  declined  at  the  same  time  that  there  have 
been  bitter  battles  in  the  region  associated  with  protecting  endangered  species  (owls,  salmon, 
caribou,  grizzly  bears,  wolves,  bull  trout,  etc.),  it  has  become  commonplace  to  assume  that 
environmental  protection  necessarily  caused  all  of  the  Job  loss.  This  represents  a  serious 
mis/understanding,  both  within  the  region  and  across  the  nation.  For  reasons  that  have  little 
to  do  with  environmental  protection,  all  of  the  industries  that  historically  made  up  the  region's 
economic  base  have  been  in  relative  or  absolute  decline  as  sources  of  jobs  and  income.  All  of 
the  natural-resource  industries — agriculture,  fishing,  mining,  and  timber — are  mature  indus- 
tries where  technological  developments  have  dramatically  raised  productivity  and  reduced 
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Given  that  employment  in  the  PNW  has  grown  considerably  faster  than  the  national  average, 
at  the  same  time  that  the  region  experienced  widespread  injunctions  affecting  the  management 
of  forests,  water,  and  other  resources,  it  seems  unlikely  that  these  environmental  protection 
measures  have  had  much  negative  impact  on  overall  employment  growth  in  this  region. 

c.  The  Employment  Impact  of  Environmental  Quality 

Except  where  environmental  regulation  is  grossly  inefficient  and  ineffectual,  it  yields  benefits 
as  well  as  costs.  The  most  obvious  benefits  are  the  improvements  in  the  living  environment 
As  discussed  earlier,  the  higher  quality  living  environments  in  the  PNW  have  been  one  of  the 
driving  forces  behind  its  economic  vitality.  Because  people  care  where  they  live  and  be- 
cause businesses  care  where  people  choose  to  live,  environmental  quality  has  a  positive 
impact  on  the  local  economy.  Put  negatively,  degraded  environments  are  associated  with 
lower  incomes  and  depressed  economic  conditions  (Templet  and  Farber,  1994;  Been,  1994; 
Meyer,  1992  and  1993). 

Given  that  the  region's  recent  economic  vitality  is  partially  tied  to  its  comparative  advantage  .in 
environmental  quality  compared  to  both  Southern  California  and  other  of  the  nation's  more 
degraded  environments,  protection  of  that  advantage  through  efficient  environmental  regula- 
tion is  likely  to  have  positive  net  impacts  on  regional  economic  well-being. 

d.  Being  Clear:  What  We  Are  Not  Saying 

Although  we  believe  that  the  points  we  make  above  represent  sound  conventional  economic 
analysis  and  judgment,  nonetheless  some  of  the  points  may  be  perceived  as  controversial,  or 
even  partisan.  Hence,  it  is  important  that  those  points  not  be  misinterpreted. 

We  are  not  saying  that  the  natural-resource  industries  (agriculture,  timber,  Ashing,  and 
mining)  are  not  important  to  the  regional  economy.  Natural  resources  industries  are  still 
important  in  the  PNW  and  will  remain  so  into  the  foreseeable  future.  The  point  we  have  tried 
to  make  is  not  that  they  are  unimportant  but  that  increased  volumes  of  material  extracted  are 
not  likely  to  be  sources  of  expanding  employment  and  income.  That  is  an  important  distinc- 
tion. In  the  region's  rural  areas  there  are  many  communities  that  are  highly  dependent  upon 


Our  economy  is  in  transition  and  the  pace  of  the  transition, 
if  anything,  will  accelerate. 


our  natural  resource  industries.  But  even  there,  it  is  important  to  realize  that  additional  income 
and  jobs  will  be  generated  in  the  future  in  new  value-added  natural  resource  activities  or 
outside  the  traditional  natural  resource  industries  altogether.  It  is  for  that  reason  that  most  of 
those  communities  are  already  searching  for  ways  to  diversify  their  economies  away  from  sole 
reliance  on  the  volume  of  natural  resources  extracted. 
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6.  Efficient  and  Effective  Environmental  Protection:  Working  with  Eco- 
nomic Incentives  and  Protecting  Everyone's  Property  Rights 

To  point  out  that  high-quality  living  environments  contribute  to  economic  well-being  and  to 
local  economic  vitality  is  not  to  suggest  that  one  should  be  uncritical  about  how  the  region 
pursues  that  high-quality  environment  In  particular,  it  is  not  a  blanket  endorsement  of  all 
current  environmental  regulation  nor  support  for  the  proposition  that  environmental 
protection  can  only  be  had  through  the  command-and-control  approach  that  has  4onil* 
nated  many  regulations.  Recognizing  that  environmental  protection  can  enhance  our 
economic  welfare  is  important  but  just  a  first  step.  We  need  to  develop  innovative  and  imagi- 
native approaches  that  modify  the  incentives  we  face  and  encourage  environmentally  benign 
private  decision  making.  Bottle-deposit  laws  and  other  recycling  incentives  are  examples  of 
■  this  approach.  Complex  government  regulation  is  only  one  tool  among  many  to  be  considered 
and  often  not  the  best  tool. 


Recognizing  that  environmental  protection  can  enhance  our 
economic  welfare  is  important  but  just  a  first  step. 


Nor  does  pursuit  of  a  high-quality  environment  necessarily  imply  that  private  property  rights 
have  to  be  weakened.  Environmental  regulation  often  involves  conflicts  between  two  parties, 
where  dach  is  seeking  to  protect  or  enhance  the  value  of  his  or  her  property.  In  that  sense, 
environmental  regulations  enhance  property  rights  by  specifying  how  conflicting  rights  are  to 
be  settled.  For  instance,  where  manufacturers'  air  and  water  discharges  threaten  the  health  and 
property  values  of  adjacent  residents,  having  laws  that  clearly  limit  the  damage  one  property 
owner  can  impose  on  another's  property  cannot  be  said  to  weaken  property  rights  in  any  way. 
Good  environmental  policy  seeks  to  resolve  conflicts  over  property  rights  and  to  clarify  the 
rights  of  all  concerned. 

When  one's  property  rights  are  clearly  specified  and  understood,  those  rights  are  all  the  more 
valuable.  Indeed,  a  fundamental  role  of  government  in  our  society  is  to  specify  and  pro- 
tect the  property  rights  of  individuals.  Government  also  enhances  property  rights  and  values 
in  other  ways,  for  example  by  making  investments  and  providing  services  in  situations  where 
public  action  appears  to  be  the  most  efficient  mechanism.  Many  believe  that  the  government 
acts  in  a  similar  manner  when  it  seeks  to  protect  an  ecosystem,  prevent  the  extinction  of  a 
species,  or  accomplish  other  environmental  objectives.  Others,  however,  urge  less  reliance  on 
government  regulation  and  a  heavier  reliance  on  markets  and  incentives.  We  do  not  take  a 
position  on  this  issue  other  than  to  offer  these  two  observations: 

•  Attempts  to  impose  a  one-size-fits-all  resolution  of  this  issues  is  unlikely 
to  be  either  efficient  or  equitable.  For  instance,  enacting  laws  saying  that 
governments  must  compensate  all  private  property  owners  adversely  affected 
by  any  environmental  regulation,  even  when  failure  of  the  government  to  act 
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about  whether  or  how  to  harvest  timber  fail  to  consider  the  costs  imposed  on  valuable  down- 
stream fisheries. 

The  other  threat  to  the  region's  economic  vitality  comes  from  the  very  forces  that  underlie  it 
Jobs  and  incomes  in  this  region  are  growing  partly  because  the  region's  amenities  attract  and 
hold  people  who  find  the  environment  attractive.  But  population  growth  eventually  can 
overwhelm  the  environment  with  congestion  and  environmental  degradation  that  de- 
stroys  the  very  amenities  that  contributed  to  growth  in  the  first,  place. 

The  residents  of  this  region  must  guard  against  both  of  these  threats  if  they  are  to  realize 
sustained  prosperity.  They  will  have  to  avoid  squandering  the  high-quality  characteristics  of 
the  environment  in  an  effort  to  insulate  the  region's  historically  important  natural-resource 
industries  from  the  realities  of  today's  economy.  They  also  will  have  to  put  significant  effort 
into  managing  the  environmental  impacts  of  future  population  growth. 

The  risks  associated  with  the  ongoing  economic  change  are  real,  but,  so  are  the  opportunities 
being  created.  Many  in  the  region  bear  a  disproportionate  economic  and  social  cost  as  others 
enjoy  a  disproportionate  share  of  the  benefits.  For  the  most  part,  this  inequity  is  occurring,  not 
because  one  group  is  maliciously  taking  advantage  another,  but  because  of  changes  in  the 


Consequently,  those  who  are  prospering  from  the  transition  have 
an  obligation  to  assist  those  who  are  bearing  the  costs. 


regional,  national  and  international  economies  that  are  ongoing  and  unavoidable.  The  exist- 
ence of  the  inequity  creates  risks  for  everyone,  however,  because  it  gives  those  disadvantaged 
by  the  changes  powerful  incentives  to  oppose  and  undermine  the  economic  transition  that  is 
underway.  Consequently,  those  who  are  prospering  from  the  transition  have  an  obligation  to 
assist  those  who  are  bearing  the  costs. 

There  are  other  risks  as  well.  One  is  that  individuals,  communities,  and  political  leaders  may 
fail  to  recognize  the  realities  of  the  new  economy  and  fail  to  equip  themselves  for  the  transi- 
tion. As  employment  in  historically  important  resource-extraction  industries  in  the  PNW 
continues  to  shrink  due  to  forces  driven  by  the  global  economy,  workers  whose  skills  are 
specific  to  those  industries  will  be  increasingly  vulnerable.  The  best  way  to  secure  prosperity 
for  these  workers  is  for  them,  their  communities,  and  the  region  to  invest  in  efficient  and 
effective  education  and  training  programs. 

Political  forces,  even  powerful  special  interests,  cannot  bring  back  the  economy  of  a  past 
era.  The  unique  natural  resources  of  the  Pacific  Northwest  remain  among  its  most 
important  economic  assets.  But  the  new  Jobs  and  income  that  are  vital  to  the  region's 
economic  future  will  depend  more  on  the  protection  of  those  assets  than  on  their 
degradation. 
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The  Impact  of  Endangered  Species  Listings  on  Home  Building  and 
the  Real  Estate  Industry 

Summary 


The  harmful  economic  effects  of  the  Endangered  Species  Act  are  epitomized  by  the  listing  of  the 
Northern  Spotted  Owl,  which  drove  up  timber  prices  significantly  and  subsequently  increased  the  cost  of 
new  single  family  homes  across  the  nation. 

This  is  the  National  Home  Builders  Association's  core  indictment  of  the  Endangered  Species  Act. 
A  cursory  glance  at  the  data  on  Douglas  Fir  (the  primary  Pacific  Northwest  tree  species  used  In  home 
construction)  production  and  prices  would  seem  to  support  this  assertion. 

Between  1988  and  1994  Pacific  Northwest  production  of  Douglas  Fir  dropped  from  10  billion  board 
feet  (bbf)  to  about  7  bbf  -  a  30%  decline.  During  the  same  period  the  stumpage  price  for  Douglas  fir  rose 
from  $260  per  thousand  board  feet  to  S650 

The  average  single  family  house  uses  about  10,000  board  feet  of  lumber.  So  one  could  estimate 
that  the  increase  in  Douglas  Fir  stumpage  prices  would  add  between  $5000  and  $8000  to  the  price  of  a 
new  house,  assuming  that  other  construction  lumber  prices  rose  proportionately  and  that  the  framing 
lumber  cost  was  about  twice  the  timber  stumpage  price  A  1993  National  Home  Builders  Association  ad 
claimed  that  the  Spotted  Owl  listing  added  about  S5000  to  the  price  of  a  new  home. 

A  more  careful  and  serious  look  at  the  very  same  data,  however,  demonstrates  that  the  Spotted 
Owl  listing  was  merely  coincidental  to  the  rise  in  timber  prices,  as  was  the  collapse  of  the  Soviet  Union,  It 
appears  that  the  Endangered  Species  Act  listing  served  as  a  politically  convenient  explanation  for  what  was 
a  more  fundamental  market  phenomenon. 

FIGURE  1  compares  Douglas  Fir  production  and  new  single  family  home  construction  for  the 
period  1975-1994  The  decline  in  Douglas  Fir  production  post-1988  is  clearly  evident.  However,  when 
viewed  in  the  context  of  the  longer  time  line  it  is  clear  that  the  observed  decline  was  only  part  of  a  repeating 
boom-bust  cycle  in  timber  production  -  a  cycle  tied  intimately  to  the  rate  of  new  home  construction. 

The  data  show  that  throughout  the  period  Northwest  timber  production  rose  and  fell  dramatically 
and  systematically  as  a  function  of  new  home  construction.  A  full  cycle  seems  to  average  about  eight 
years  When  housing  construction  crashed  between  1978  and  1982  so  did  Pacific  Northwest  timber 
production,  dropping  35%.  As  housing  construction  began  to  recover  after  1983  Douglas  fir  production 
rose  in  synchrony,  with  a  two  year  lag.  Then  the  1990  recession  hit,  the  new  home  market  collapsed,  and 
demand  for  Douglas  Fir  dropped.  Timber  production  fell  accordingly.  What  this  shows  is  that  the  "impact" 
of  the  Spotted  Owl  listing  on  Pacific  Northwest  timber  production,  to  the  extent  there  is  one,  is  dwarfed  by 
the  more  fundamental  market  relationship  between  timber  supply  and  demand. 

Moreover  the  data  also  show  that  Northwest  timber  production  peaked  at  an  all  time  high  between 
1987  and  1989  The  subsequent  production  decline  in  the  early  1990s,  therefore,  yielded  a  grossly 
exaggerated  impression  of  an  industry  in  collapse 

FIGURE  2  compares  the  growth  in  median  single  family  home  prices  against  Douglas  Fir  prices 
As  shown  home  prices  are  not  significantly  affected  by  the  cost  of  timber  from  the  Pacific  Northwest    When 
Douglas  fir  prices  fell  70%  (current  dollars)  in  the  early  1980s  home  prices  rose  about  25%  When  Douglas 
fir  pnces  stayed  fiat  during  the  mid  1980s  home  prices  rose  by  almost  40%.  And  as  Douglas  fir  prices 
almost  doubled  in  the  latter  half  of  the  1980s  home  prices  rose  15%  In  other  words,  home  prices  rise  - 
and  rise  significantly  -  regardless  of  the  magnitude  of  the  rise  or  fall  in  the  cost  of  Pacific  Northwest  timber. 

Two  related  observations  are  worth  noting.  First,  in  constant  dollars  Pacific  Northwest  timber  prices 
today  are  no  higtier  than  they  were  in  that  latel  970s.  So  one  is  left  to  wonder  how  this  translates  into  real 
construction  cost  increases 

Second,  as  shown  in  FIGURE  2  Douglas  fir  prices  began  to  climb  in  1986,  well  before  the  listing  of 
the  Northern  Spotted  owl  and  at  a  time  when  Pacific  Northwest  timber  production  was  reaching  record 
levels.  From  the  curves  in  FIGURE  1  it  is  clear  that  this  steep  rise  i  timber  prices  was  driven  by  the  housing 
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Industry's  demand  for  lumber,  a  demand  that  greatly  outpaced  timber  supply.  The  near  doubling  of  Pacific 
Northwest  timber  prices  between  1987and  1989  and  the  continued  demand-side  pressures  would  have  led 
one  to  forecast  the  early  1 990s  price  jump  in  Douglas  Fir  prices  regardless  of  the  Spotted  Owls  status.  We 
also  see  that,  as  in  the  1980s,  the  collapse  of  the  housing  industry  in  the  early  1990s  drove  down  the 
demand  for  Douglas  Fir. 

Lastly,  FIGURE  3  compares  prices  fluctuations  for  Douglas  Fir  and  White  Pine  -  a  pnmary 
construction  timber.  Quite  plainly  the  two  price  series  have  nothing  In  common.  White  Pine  prices  are 
insensitive  to  Douglas  Fir  prices  regardless  of  how  much  the  latter  fluctuates  In  fact  White  Pine  stumpage 
prices  held  steady  until  1993-1994  when  bad  weather  affected  timber  harvests  in  the  southeast  producing 
a  supply  shortfall  just  as  the  home  building  industry  was  coming  out  of  the  recession.  The  weather-related 
price  jump  in  white  pine  lumber  may  have  added  to  home  building  costs,  but  it  is  obvious  that  the  Spotted 
Owl  listing  was  irrelevant  to  that  price  rise 

One  important  observation  from  the  data  reflects  on  the  sorry  state  of  anti-Endangered  Species  Act 
rhetoric   Today  about  7  billion  board  feet  of  Douglas  Fir  is  being  harvested  from  the  Pacific  Northwest    This 
is  about  15%  more  than  was  cut  a  decade  ago  prior  to  the  owl  listing  and  still  represents  only  a  portion  of 
the  total  timber  harvest  from  the  region.  Yet  on  March  13,  1996  Texas  Senator  Kay  Bailey  Hutchinson 
stood  on  the  floor  of  the  US  Senate  and  remarked: '.  .There  is  no  reason  for  people  in  the  Northwest  to 
have  the  entire  timber  industry  shut  down  because  of  the  Spotted  Owl." 

In  sum,  we  see  that  housing  construction  rates  drive  iong-standing  cycles  of  production  and  prices 
in  Pacific  Northwest  timber.  There  is  no  evidence  that  the  listing  of  the  Spotted  Owl  had  any  demonstrable 
impact  on  timber  prices  or  that  the  price  of  Pacific  Northwest  timber  had  any  measurable  effect  on  home 
prices.  The  data  strongly  indicate  that  the  growth  in  home  prices  would  have  grown  at  exactly  the  same 
rate  even  if  the  Spotted  Owl  had  never  been  listed 

The  Accumulation  of  Endangered  Species  Listings  Has  Seriously  Eroded  Private  Property  Values  by 
Preventing  Best  Economic  Use  and  Development  of  Land 

If  implementation  and  enforcement  of  the  Endangered  Species  Act  is  trampling  property  rights 
(preventing  property  owners  from  maximizing  economic  value)  and  consequently  gutting  property  values  as 
severely  as  the  rhetoric  of  the  property  nghts  movement  suggests,  then  we  should  be  able  to  find  clear 
traces  of  the  effect  tied  to  accumulating  species  listings    In  particular  states  with  the  largest  numbers  of 
listed  species  should  exhibit  the  most  severe  drag  on  real  estate  values 

A  strong  and  consistent  indicator  of  real  estate  value  growth  (or  loss)  across  the  states  is  the 
change  in  the  component  of  the  gross  state  product  derived  from  services  In  the  real  estate  industry    Since 
the  real  estate  industry  works  by  commission  as  a  percentage  of  the  property  sale  value  growth  (or  decline) 
in  industry  revenues  will  tend  to  reflect  property  value  shifts  over  time 

The  graphs  in  FIGURE  4  depict  the  relationship  between  the  number  of  listed  endangered  species 
and  the  growth  in  real  estate  industry  performance  by  state.  Three  five-year  periods  are  compared  1975- 
1980: 1980-1985;  and  1985-1990.  The  vertical  axis  on  each  graph  corresponds  to  the  (adjusted)  five  year 
average  annual  growth  in  the  value  of  real  estate  industry  goods  and  services.  The  horizontal  axis 
corresponds  to  the  (adjusted)  number  of  endangered  species  listings.  (The  numbers  for  species  listings 
are  transformed  counts  and  therefore  are  not  simple  positive  integers.) 

These  graphs  are  a  special  form  of  scatter  plot  that  show  how  the  two  variables  move  together  after 
taking  into  account  (compensating  for)  differences  among  tf\e  states  in  terms  of  land  area,  population  and 
economy  size,  percent  of  economy  in  extractive  industries,  urban  population,  and  region.    In  other  words, 
both  axes  are  adjusted  (using  standard  regression  techniques)  to  remove  the  effects  of  these  confounding 
influences 

If  endangered  species  listings  systematically  harm  real  estate  values  then  we  should  see  a  pattern 
moving  from  the  upper  left  of  the  graph  to  the  lower  right  The  states  with  the  fewest  listed  species  should 
have  the  most  vibrant  real  estate  industries  (upper  left)    The  states  with  the  largest  number  of  species 
should  have  the  poorest  performing  real  estate  industries  (lower  right). 
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Thlsisclearly  not  the  case  for  any  of  the  graphs.  The  data  for  the  period  1975-1980  show 'a  flat 
line  There  does  rvot  appear  to  be  any  systematic  relationship.  This  is  as  might  t>e  expected  since  during 
the  first  half  decade  of  the  ErKlangered  Species  Act  the  relative  numt>er  of  species  listings  was  small  and 
implementation  and  enforcement  of  the  Endangered  Species  Act  were  restricted  to  public  lands 

However,  the  two  graphs  for  the  sut>sequent  periods  show  a  positive  relationship  Larger  numt^ers 
of  listed  species  are  associated  with  better  real  estate  industry  performance   Comparing  the  three  graphs 
we  find  that  as  the  total  number  of  listed  species  accumulates  the  association  with  better  real  estate 
industry  performance  gets  more  positive  and  strongerl  (See  regression  tables  at  the  erKJ). 

The  results  are  easily  interpreted:  states  with  exploding  populations,  dynamic  economies,  and  as  a 
consequence  powerful  real  estate  markets  putting  Increasing  pressure  on  wildlife  habitats.  This  increases 
the  likelihood  of  new  species  listings  under  the  Act.  Thus,  endangered  species  listings  are  not  driving  the 
real  estate  market  dcwn.  but  rather  the  real  estate  market  is  driving  endangered  species  listings  up  without 
any  apparent  braking  effect  on  the  former.' 


'  County-level  studies  in  Texas  and  the  West  have  reached  similar  conclusions. 
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Figure  1:  Douglas  Fir  Production  &  New  Home  Construction 
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Figure  2:  Price  Changes  for  New  Single  Family  Homes 
and  Douglas  Fir 
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Figure  3:  Douglas  Fir  &  White  Pine  Prices 
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Executive  Summary 

Uncertainty  concerning  current  and  prospective  land  uses  affected  by  the  Endangered 
Species  Act  (ESA)  is  an  important  element  of  the  confrontation  between  owners  and 
environmental  advocates. 

•  Ovners  and  potential  buyers  may  not  know  whether  particular  properties  host  an 
endangered  specie.  Observers  report  that  bureaucratic  judgments  appear  to  be 
inconsistent  from  one  property  to  another. 

•  Potential  buyers  foresee  possible  bans  on  current  land  uses  and  the  likelihood  of 
lengthy  delays  in  obtaining  permits  plus  the  possibility  of  incurrii^  consulting  fees 
and  mitigation  expenses. 

•  Exacting  mitigation  fees  in  return  for  issuing  permits  adds  the  specter  of  an 
unanticipated  and  incalculable  cost  to  management  plans. 

•  The  combination  of  mitigation  fees  and  regulatory  delay  may  cause  large  areas  of 
land  to  become  unattractive  to  buyers. 

•  In  typical  markets,  these  fectorsofien  translate  into  reduced  offos  and  ultimately 
value  losses  for  owners  of  affected  properties. 

Surveyed  brokers  reflect  this  uncertainty. 

•  Most  (84  percent)  ofTexas  real  estate  brokers  iespondii«  to  a  survey  (1,227  total 
responses)  either  indicated  no  impact  or  did  not  know  w*at  impact  the  ESA  has  had 
on  built-up  urinn  Texas  real  estate  values. 

•  The  consensus  among  Texas  real  estate  taokers  expressing  an  (qmrioo  on  value 
impact  on  vacant  tots,  urban  fringe  land  and  transitiooal  lural  land  (40  to  45  percent) 
points  to  value  declines  resulting  from  ESA. 

•  Brokers  estimated  a  40  pereent  median  vahw  decline  for  urban  fringe  land  in  the 
Texas  Hill  Country  and  a  30  percent  decline  in  transitioaal  land  vahies  resulting  from 
ESA. 

•  Median  estimrted  declines  for  fimnland  and  mgeiandvahKswied  from  10  to  20 
percent  depending  CO  location. 
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Travis  County  property*  tax  authorities  have  estimated  value  losses  on  affected  properties. 

•  A  total  of  897  properties  were  affected  by  ESA  and  other  environmental  programs  in 
thecounty  in  1994. 

•  Property  value  was  reduced  by  43  percent  for  all  land  categories. 

•  Agricultural  land  values  were  reduced  by  22  percent 

•  Transitional  land  values  were  reduced  by  5 1  percent 

•  Vacant  platted  lots  were  reduced  by  45  percent 

Aggregated  sales  data  indications  were  inconclusive,  although  regional  medians  increased  in 
affected  areas. 

•  Travis  Coimty  and  Williamson  County  area  values  increased  1 5  percent  from  1992  to 
1994,  but  sales  volume  declined  by  21  percent,  possibly  indicating  that  buyers  were 
avoiding  potential  habitat  properties. 

•  Tte  Edwards  Plateau  -  South  area  saw  prices  climb  by  41  percent  from  1992  to  1994. 
This  remaricable  increase  appears  to  indicate  the  presence  of  numbers  of  speculative 
buyers  anticipating  that  cuiient  problems  will  be  resolved  and  values  will  increase. 
This  kind  of  price  stq>port  could  eviqmrate  as  rapidly  as  it  appeared. 

•  In  the  heavily  timbered  North  -  East  area,  land  values  declined  9  percent  from  1992  to 
1994  despite  strong  timber  prices.  Sales  volume  dropped  17  percent  during  that 
period.  These  statistics  are  consistent  with  the  potential  ESA  impact  associated  with 
the  red-cockaded  woodpecker,  however  other  influences  may  have  affected  the 
market 

The  Balcones  Canyonlands  Conservation  Plan  (BCCP)  proposes  to  accommodate  development 
in  affected  areas  by  easing  permit  availability  in  return  for  fees  imposed  on  landowners. 

•  The  April  19, 199S,  version  of  this  proposed  plan  includes  a  SS,500-per-acre  fee  to 
mitigate  incidental  taking  of  acreage  when  developing  land  with  golden-cheeked 
waibler  or  black-cfq)ped  vireo  habitat 

•  Additionally,  vacant  platted  lots  would  incur  a  fee  of  $  1 ,500  before  a  home  could  be 
buih. 
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•  Although  routine  famung  and  ranching  practices  would  be  exempted,  those  lann  and 
ranch  management  actixities  requiring  clearing  would  incur  a  S1.500  mitigatioa  fee  for 
each  acre  cleared. 

•  Furthermore,  the  fees  approximate  an  assumed  average  land  cost  of  S5,500  pa  acre. 
If  land  prices  rise,  die  fees  could  also  increase. 

•  Because  of  regulatory  lag  and  time>related  capital  costs,  owners  of  undeveloped 
acreage  would  likely  $c«  Ae  maiicet  value  of  their  property  fa!!  by  more  than  the 
amount  of  Ae  fee,  ^^lien  the  time  value  of  mone\-  is  ccmsidered. 

Available  maricet-derived  e\idence  of  the  effect  of  ESA  on  land  prices  is  sketch)-, 
prechiding  an  outright  conchision  about  tbe  vahie-related  effects  of  ESA.  Nevertheless, 
infonnati(M)  gleaned  from  examining  tiie  ESA  controversy  in  Central  Texas  does  indicate  a  cause 
for  lender  concern.  For  example,  market  observers  in  Ae  Travis  Count>'  area  indicate  a  likelihood 
that  a  substantial  acreage  has  already  been  adversely  affected  by  ESA.  Therefore,  lenders  appear 
to  have  a  justified  concern  about  tte  impact  of  ftis  act  on  their  coUateral  base. 

Analysis  of  Travis  County  assessments  indicate  that  die  most  heavily  affected  pn^Mrties, 
b  dollar  terms,  are  likely  to  be  urban  fringe  properties  and  Micant  lots.  The  degree  of  risk 
associated  uith  investment  in  those  properties  has  uix]uestionabl>-  increased,  and  lending  policies 
may  need  to  reflect  that  &ct  However,  the  reduction  registered  on  purely  agricultural  pit^wrties 
indicates  a  sizable  decline  as  well,  especially  if  the  effect  were  to  persist  over  a  broad  expanse  of 
territory. 
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Statement  of  the  Problem 

Lenden  provide  funds  for  purchase  of  land,  homes  and  businesses.  In  return,  borrowers 
have  pledged  Ibeir  holdings  as  collateral  for  these  outstanding  loans.  Collateral  value  is  a  critical 
element  in  the  lending  process,  pro\iding  security  for  capital  advanced  in  purchase  money  loans. 
Actions  that  dffeaten  the  integrity  of  the  value  of  pledged  collateral  also  threaten  the  capita] 
solvency  of  lenders'  investment  portfolios.  Restrictions  <Mt  land  usage  that  threaten  the  \'alue  of 
borrowers'  land  could  represent  a  substantial  increase  in  risk  for  the  capital  position  of  those 
lenders.  Some  lenders  have  expressed  concern  about  the  significance  of  this  potential  Areat. 

This  study  examines  the  issue  of  value  loss  associated  with  implementation  of 
environmatal  restrictions  on  land  management  procedures.  The  study  addresses  this  issue  in  two 
specific  dimensions  as  follows: 

1.  Identification  of  conditions  diat  threaten  value  reductions  on  afTected  properties 

2.  Analysis  of  market  indicators  suggesting  x'alue  losses  associated  with  specific 
environmental  regulations. 
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The  potential  effects  of  environmental  regulation  on  tfie  market  value  of  affected 
properties  has  caused  concern  for  lenders.  Highly  publicized  incidents,  such  as  the  Lucas  case,' 
demonstrated  the  potential  f<»-  complete  vahie  loss  for  properties  adverseK*  affected  by 
governmental  regulations.  Because  of  regulations  resulting  &om  tfie  ESA  and  Clean  Water  Act, 
Section  404,  Ae  wedands  protection  pro\ision  can  impose  severe  limits  on  management  practices 
relative  to  affected  or  potentially  affected  properties.  Some  lenders  see  inventories  of  loans  on 
such  properties  as  vuberable  securities  tfiat  face  Ae  possibility  of  sizable  losses.  Concerns  center 
on  expected  declines  in  value  resulting  from  current  and  potential  restrictions.  In  fact,  some 
agricultural  lenders  fear  tiiat  collateral  base  value  declines  have  already  occurred  in  specific 
affected  areas  of  Texas. 

For  e?cample,  landouDcrs  in  die  western  reaches  of  Travis  and  A^illiamson  counties  have 
seen  reslricticms  applied  to  properties  providing  critical  habitat  for  the  endangered  golden  cheeked 
warbler.  Similarly,  landowners  in  the  Edu-ards  Aquifer  region  of  southern  Texas  have  seen 
access  to  underground  water  substantially  altered  in  respcmse  to  competing  demands  for  the 
waters  of  the  aquifer.  The  difficulties  initially  surfaced  as  a  struggle  between  agricultural  uses 
and  urban  users.  Now  die  ESA  has  become  tfie  focus  of  tiie  controvers>-  as  envinmmental  groups 
filed  suit  to  block  any  water  usage  that  threatens  to  deplete  flie  flow  supporting  endangered 
aquatic  life  in  Comal  Springs. 

Because  of  these  environmental  concerns,  landowners  m  Aese  areas  have  been  prdubited 
from  pursuing  f(Mmerly  noncontroversial  land  management  regimens  witfiout  obtaining  a  permit 
from  the  U.S.  Fish  and  Wildlife  Service  (USFW).  Owners  in  die  warbler  habitat  area  can  no 
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longer  dispose  of  unwanted  cedar,  or  develop  property  where  such  cedar  exists,  without  USFW 
approval.  Edwards  Aquifer  landowners  can  no  longer  develop  untapped  underground  water. 
Furthermore,  owners  of  existing  wells  face  possible  limits  on  water  usage  as  the  Texas  water 
laws  have  moved  from  the  traditional  capture  doctrine  toward  a  regulated  adjudication  system. 

Variations  of  this  kind  of  controversy  have  raged  in  selected  areas  as  endangered 
organisms  have  been  identified.  In  many  cases,  landowners  and  lenders  have  anticipated  lower 
values  that  reflect  restricted  potential  uses  and  an  intensified  degree  of  uncertainty.  Theorists 
argue  that  restrictions  inevitably  lead  to  a  lower  value  for  affected  properties  when  they  are 
compared  with  comparable  imaffected  properties.^  Some  environmentalists  initially  acceded  to 
that  proposition  as  Samuel  Hamilton  of  USFW  declared,  "The  incentives  are  all  wrong  here.  If  I 
have  a  rare  metal  on  my  property,  its  value  goes  up.  But  if  a  rare  bird  occupies  the  land  its  value 
disf^>pears".^  Later,  Hamilton  implied  that  environmental  regiilations  actually  may  have 
enhanced  land  values.*  This  dispute  about  the  effect  of  environmental  regulation  involves 
maricet-determining  influences  at  the  most  fundamental  level  and  has  prompted  the  emergence  of 
the  property  rights  movement 
Properly  Rights,  Highest  and  Best  Use  and  Market  Value 

A  strong  property  rights  system  within  a  well-functioning  free  maricet  creates  powerful 
incentives  for  owners  to  manage  their  resources  so  as  to  maximize  the  market  value  of  their 
property.'  Free  market  forces  lead  owners  to  enhance  market  value  by  increasing  the  potential 
long-term  contribution  of  their  resources  to  the  ends  envisioned  by  prospective  purchasers. 
These  contributions  derive  frx>m  both  the  production  of  commodity-based  and  amenity-based 
benefit  flows.  Because  owners  can  gain  the  fruits  of  wise  management  under  a  strong  property 
rights  system,  rational  individuals  administer  their  property  to  maximize  current  returns  and  to 
preserve  future  marketability.'  These  tendencies  provide  the  foundation  for  the  principle  of 
highest  and  best  use,  vdiich  serves  as  the  most  elementary  standard  of  real  estate  valuation. 

Market  value  derives  from  the  array  of  current  and  potential  uses  open  to  property 
owners.  The  developer  purchases  a  pasture  with  the  vision  of  a  completed  subdivision  populated 
by  families  demanding  new  homes.  The  rancher  acquires  a  pasture  to  provide  forage  for  the  herd 
that  he  or  she  envisions  grazing  contentedly  in  the  afternoon  sun.  The  fugitive  fit>m  urban 
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pressures  sees  a  quiet  retreat  away  from  the  city  with  a  multitude  of  recreational  possibilities  and 
perhaps  an  investment  gain.  A  dispassionate  investor  views  an  asset  that  promises  not  only  to 
preserve  his  or  her  capital  but  also  may  return  breath-taking  gains. 

To  achieve  ownership,  the  buyer  must  outbid  all  competing  potential  users  of  the  land. 
The  owners  with  the  most  valuable  uses  set  the  price  for  land.  Individuals  are  handed  the  reins 
and  allowed  to  guide  their  dreams  into  reality,  secure  in  the  knowledge  that  society,  through  its 
property  rights  system,  will  ultimately  judge  the  results  by  conferring  vast  gains  or  inflicting 
punishing  losses  when  the  property  is  transferred.  By  mixing  capital  with  land  and 
entrepreneurship,  the  prevailing  owner  may  increase  personal  wealth  and  leave  purchasers  of  this 
improved  land  better  off  than  before.  This  property  owner  either  will  be  enriched  for  wise 
stewardship  or  punished  for  foolish  management  practices. 

Summarizing  these  possibilities,  market  value  derives  from  the  importance  that  potential 
users  attach  to  their  visions  of  effective  management  For  the  maricet  to  efficiently  guide  users  to 
fulfill  socially  desirable  goals,  potential  owners'  expectations  of  management  plans  must  be 
secured  by  a  reliable  degree  of  certainty.  If  the  outcome  and  rewards  of  prudent  land 
management  and  development  remain  in  question,  ovraers  and  potential  owners  have  little 
motive  to  press  forward  with  improvements.  By  securing  rewards  for  prudent  management  to 
owners,  property  rights  communicate  societal  expectations  and  social  values  to  both  owners  and 
potential  owners  through  market  prices.  Threatening  the  security  of  property  owners'  rights  to 
future  benefits  reduces  the  value  that  owners  place  on  their  vision  for  property  use  and, 
consequently,  reduces  effective  management  effort 

To  illustrate  how  uncertainty  affects  behavior,  a  hypothetical  program  designed  to 
provide  benefits  for  indigent  persons  provides  an  example.  The  program  seeks  to  ensure  quality 
transportation  for  indigent  persons  by  requiring  owners  of  new  automobiles  to  provide  rides  for 
homeless,  unemployed  persons  at  no  cost  Compared  to  the  unemployed  indigents,  the  car 
buyers  are  wealthy  and  can  afford  to  give  a  lift  to  a  less  fortunate  individual.  This  seems  just  and 
desirable,  but  such  a  policy  would  discourage  new  car  purchases  by  making  ownership  less 
desirable,  especially  if  used  cars  were  exempted. 
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This  policy  imparts  an  underlying  societal  judgment  that  rights  to  a  new  automobile 
ought  not  to  be  exclusively  assigned  to  those  vdio  can  and  do  buy  the  cars.  Rather,  it  implies  that 
the  disenfranchised  should  share  in  the  wealth  that  society  hqs  bestowed  on  the  owner  and  that 
this  policy  quickly  redresses  the  inequalities  fostered  by  a  market-oriented  system.  Implicitly, 
the  policy  suggests  that  purchase  of  a  new  automobile  is  somehow  less  'Valuable*'  than  driving 
that  old  one.  In  the  end,  this  policy  would  reduce  the  attraction  of  new  car  ownership,  along  with 
the  quality  of  total  private  transportation  available  to  the  economy.  Changing  potential  owners' 
expectations  regarding  future  enjoyment  of  the  object  of  their  property  rights  in  this  manner 
would  produce  far  reaching  economic  efifects. 

Property  owners  in  the  path  of  ESA  enforcement  efforts  feel  as  though  they  face  a  similar 
situation.  The  same  lesson  is  communicated  to  the  East  Texas  landowner  when  neighbors  find 
timber  companies  not  interested  in  their  marketable  stumpage  because  red-cockaded 
woodpeckers  have  taken  up  residence.  What  long-term  message  do  owners  of  rugged  Hill 
Country  properties  receive  \^en  neighbors  are  prohibited  fix>m  altering  their  acreage  because 
their  land  "may"  be  habitat  for  an  endangered  songbird?  Furthermore,  what  impact  has 
imposition  of  a  development  fee  to  ''mitigate"  habitat  destruction  had  on  future  investment? 
Potential  investors,  those  who  have  consistently  provided  products  that  are  eagerly  purchased  by 
the  public,  see  each  of  these  actions  as  moves  that  threaten  to  diminish  or  extinguish  the  reward 
for  risk-taking  required  to  bring  desired  assets  to  the  market 

Those  pursuing  the  salvation  of  the  environment  view  land-use  decisions  from  the 
perspective  of  a  nonmarket  participant  They  believe  landowners  are  likely  to  use  land  in  a 
manner  that  will  harm  or  destroy  critical  habitat  for  endangered  creatures.  Landowners  also  may 
seek  to  drain  swamps,  fill  lakes  or  attack  the  public  welfare  in  ntmierous  ways.  From  this 
vantage  point,  these  kinds  of  activity  are  so  harmful  that  owners  must  be  compelled,  under  the 
threat  of  imprisonment  and  fine,  to  refrain  fix>m  such  activities.  Like  raising  marijuana,  habitat 
destruction  is  viewed  as  an  attack  on  society's  values  and  the  government  must  apply  police 
power  to  forbid  possible  perverse  activities.  From  this  viewpoint  the  maiicet  iq>pears  to  have 
failed  to  produce  the  socially  desired  ends  and  an  invasive  solution  is  needed  to  correct  this 
deficiency. 
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These  two  vastly  different  views  of  ESA  and  similar  environmental  regulations  lead  to 
difTering  views  of  the  impact  on  value  resulting  from  regulation.  Property  rights  advocates  see 
the  regulations  as  poisonous  intrusions  in  a  well-functioning  maricet  Environmental  advocates 
regard  the  regulations  as  belated  steps  taken  to  protect  the  health  of  a  beleaguered  planet.  From 
these  two  conceptions,  two  opposite  judgments  of  impacts  on  property  value  arise. 

Anticipated  Value  Effects 

As  demonstrated  above,  environmental  regulations  affect  property  values  by  altering  the 
perceptions  of  typical  market  participants  concerning  the  expected  benefits  of  land  ownership. 
Suggestions  that  value  has  been  enhanced  conflict  with  assertions  that  values  have  declined  in 
the  wake  of  regulations  imposed  by  the  ESA.  Both  possibilities  deserve  to  be  examined. 

Value  Enhancement 

ESA  regulation  could  enhance  the  value  of  specific  properties  in  two  dimensions.  First, 

nonaffected  property  values  could  rise  because  of  decreased  competition  from  properties 
identified  as  ESA  habitat  Second,  values  of  affected  properties  could  rise  if  critical  habitat 
designation  makes  properties  more  desirable  to  potential  land  buyers.  These  suggested  maricet 
developments  are  mutually  exclusive  as  the  following  discussion  makes  clear. 

The  first  case  for  value  enhancement  relies  on  the  simple  laws  of  su|q)ly  and  demand. 
For  a  given  level  of  demand  for  property,  a  marketable  siq^ly  fixes  the  price.  In  the  case  of 
land,  the  effective  supply  depends  both  on  the  physical  quantity  of  land  available  and  the  portion 
of  the  total  that  owners  offer  for  sale. 

For  exan4>le,  the  amount  of  land  within  an  hour's  drive  of  Austin  is  fixed  by  the 
geognq^c  features  of  ttte  region  and  the  infrastructure  available  for  the  journey.  Each  acre  is 
potentially  in  the  siqiply  of  developable  properties  and  competes  with  all  other  acres  having 
comparable  potential.  In  a  nmmal  maiket  period,  a  pn^xntion  of  that  land  will  be  offered  for 
sale.  ESA  regulation  will  result  in  a  quantity  of  diat  acreage  being  removed  from  the  total  supply 
of  land  available  for  that  maiket  because  it  will  no  loiter  be  available  fwdeveliqxnaiL  Fora 
constant  level  of  demand,  a  reduction  in  tappiy  will  produce  an  increase  in  price. 
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The  reduced  supply  scenario  produces  windfalls  for  non-habitat  property  owners,  but 
property  containing  habitat  would  likely  decline  in  market  appeal  as  a  result  of  its  presumably 
reduced  utility.  For  prices  to  rise  across  the  entire  market,  values  for  these  nondevelopable  tracts 
also  must  increase.  ESA  sharply  curtails  any  activity  in  areas  with  habitat;  even  grazing  and 
fence  building  could  be  limited.  Thus,  the  land  would  appeal  to  fewer  buyers  as  potential 
investors  and  agricultural  producers  would  find  the  acreage  less  desirable. 

To  engender  a  price  rise  for  affected  properties,  ESA  restrictions  must  appeal  to  a  pool  of 
potential  buyers  that  gains  satisfaction  from  owning  habitat  properties.  Such  purchasers  likely 
would  be  committed  environmentalists  who  draw  satisfaction  from  the  understanding  that 
surrounding  properties  with  habitat  also  would  remain  undisturbed.  To  offset  potentially  reduced 
demand  inspired  by  ESA  restrictions,  these  buyers  would  be  needed  in  sufficient  numbers  to 
offset  defections  by  potential  buyers  w^o  were  discouraged  by  ESA. 

If  this  two-pronged  rising  market  were  to  develop,  maricet  participants  would  note  an 
increased  presence  of  the  new  buyer  and  push  by  developers  to  acquire  non-affected  acreage. 
Furthermore,  in  aggregated  statistics,  overall  prices  should  rise  with  sales  volume  remaining 
steady  or  increasing. 

Value  Diminution 

ESA  regulations  reduce  the  appeal  of  affected  properties  for  many  potential  users.  By 

prohibiting  the  'taking"  of  endangered  species  and  defming  *1ake"  to  broadly  include  nearly  all 
contemplated  activities  on  the  land,  ESA  severely  influences  land-use  decisions.    Cattle  raisers 
are  prohibited  fit>m  making  improvements  that  will  enhance  their  profit.  Developers  are 
enjoined  from  realizing  the  vision  of  a  new  conununity  rising  fittm  the  soil,  or  they  are  faced 
with  increased  costs  due  to  mitigation  fees  that  result  in  a  competitive  disadvantage  and  increase 
the  overall  risk  of  their  project 

Supporters  of  ESA  point  out  that  "more  than  99  percent  of  all  projects  do  go  forward," 
after  USFW  offered  "reasonable  and  prudent  alternatives"  to  allow  projects  to  proceed  (Facts 
About  the  Endangered  Species  Act).  However,  this  document,  distributed  by  the  Department  of 
the  Interior  but  not  listing  an  author  or  publisher,  does  not  address  another  troublesome  aspect  of 
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the  ESA  process.  The  phenomenon  of  regulatory  lag  and  the  attendant  capital  costs  incurred  as 
owners  await  official  action  are  completely  ignored  by  this  unidentified  document.  Furthermore, 
costs  of  surveys  and  consulting  fees  paid  by  landowners  are  not  mentioned  as  important  factors. 
Property  owners  judged  to  have  ESA  habitat  will  also  likely  be  required  to  pay  mitigation  fees  or 
acquire  habitat  to  be  set  aside  to  replace  habitat  that  is  destroyed  by  their  management  plans. 
These  items  add  to  the  expense  of  oi>erating  a  successful  property  even,  when  the  envisioned 
development  is  a  simple  fence. 

Furthermore,  the  time  required  to  obtain  permission  for  particular  management  activities 
is  unknown,  and  observers  have  suggested  that  decisions  handed  down  by  USFW  appear  to  be 
inconsistent  from  one  property  to  another.*  Regulatory  lag,  coupled  with  inconsistent  patterns  of 
judgment,  creates  considerable  uncertainty,  expanding  the  risk  of  owning  and  managing  land. 
Investors  could  perceive  a  greater  level  of  risk  associated  with  land  ownership  for  all  kinds  of 
land.  These  negative  factors  discourage  potential  buyers  and  thereby  decrease  demand  for  land. 

When  pools  of  potential  bidders  abandon  the  maricet,  demand  pressures  ease  and  prices 
tend  to  softea  Those  buyers  who  are  committed  to  purchase  continue  to  buy,  but  new  entrants 
hesitate,  waiting  for  resolution  of  this  uncertain  state.  Reduced  competition  on  the  demand  side, 
with  a  constant  level  of  stipply  on  the  seller's  side,  leads  to  reduced  prices  and  a  falling  level  of 
activity.  At  first,  prices  tend  to  hold  or  even  increase  while  volume  drops.  The  market  is 
faltering  and  the  marginal  trades  fail,  while  transactions  on  quality  properties  move  to 
completion.  The  bottom  of  the  distribution  vanishes,  and  the  median  or  average  price  moves  up. 
Later,  marketwide  weakness  reduces  median  prices.  The  falling  price  scenario  conforms  to  this 
kind  of  market  dynamic. 


11 


338 


Indications  of  Value  Impact 

Evidence  of  the  impact  of  value  transforming  events  emerges  in  a  market  after  the  event. 
Individual  decisions  of  market  participants  proceed  under  a  cloud  of  uncertainty  surrounding  the 
event  Outcomes  of  those  decisions  merge  in  the  flow  of  commerce  and  reflect  myriad  potential 
value-altering  influences.  Only  the  passage  of  time  provides  an  accumulation  of  evidence  to 
measure  the  effect  of  the  shock  to  the  market  system. 

Analysis  of  sales  of  comparable  properties  provides  a  revealed  market  valuation  of  the 
influence  in  question.  The  ideal  measure  of  the  impact  of  ESA  could  be  reached  by  analyzing 
sales  of  properties  subject  to  restriction  against  properties  free  of  the  restrictions  over  a 
sufficiently  long  period.  Multivariate  analysis  could  confirm  the  existence  of  an  effect  and  even 
provide  a  measure  of  its  magnitude.  Unfortunately,  no  pool  of  data  with  sufficiently  detailed 
information  about  property  characteristics  could  be  located  within  the  time  frame  of  this  study. 
Therefore,  it  was  necessary  to  seek  secondary  indicators  of  value  influences. 

Brokers*  Opinions 

Opinions  of  informed  market  participants  and  observers  provide  an  initial  clue  to  maricet 

trends  when  a  potentially  market-altering  event  shocks  an  area.  The  Real  Estate  Center  at  Texas 
A&M  University  conducted  a  survey  of  6.000  real  estate  brokers  who  were  chosen  at  random 
from  a  pool  of  agents  who  devote  more  than  50  percent  of  their  time  to  some  real  estate  activity. 
Tliis  state-wide  survey  included  areas  affected  by  the  listing  of  the  golden-cheeked  warbler  and 
red-cockaded  woodpecker  as  weU  as  67  other  endangered  species  listed  in  Texas  and  produced 

1 ,227  usable  responses.'  Respondents  were  asked  to  provide  their  opinions  regarding  the  effect 
of  ESA  on  land  values  of  affected  properties.  The  survey  allowed  respondents  to  indicate 
whether  ESA  effects  haa  increased  property  values,  left  them  unchanged,  decreased  them  or 
remained  unknown.  Furthermore,  respondents  were  asked  to  indicate  the  percentage  change  that 
had  occufitd.  during  the  past  ten  years,  in  volume  of  sales  and  property  values  direcUy  associated 
withESA.  FinaUy.  they  were  asked  to  forecast  ESA  price-related  impact  expected  in  the  next 

five  yean. 
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State-wide  results  indicate  that  brokers  are  split  on  their  judgment  of  the  ESA's  effect  on 
sales  volume.  Most  respondents  (84  percent)  either  indicated  no  change  or  unknown  for  the 
effect  on  built-up  urban  real  estate.  However,  sizable  minorities  (40  to  45  percent)  indicated  a 
perceived  dip  in  volume  as  a  result  of  the  ESA  during  the  past  five  years  for  developed  vacant 
land,  urban  fringe  land  and  transitional  rural  land.  Few  respondents  had  observed  increases  in 
sales  volume  (0.6  to  3.0  percent).  These  results  lead  to  the  conclusion  that  as  a  group,  brokers 
appear  to  be  largely  uncertain  about  the  effect  of  the  ESA  on  sales  volume.  However,  sizable 
minorities  have  discerned  declines  in  value  associated  with  ESA.  Furthermore,  those  minorities 
are  located  in  areas  where  the  act  has  attracted  the  greatest  attention,  leading  to  the  conclusion 
that  the  effect  is  uneven  across  Texas. 

Most  of  the  value  loss  indicated  in  the  survey  concentrated  on  the  urban  fringe  and 
transitional  land  groups.  The  largest  median  value  change  estimates  for  these  groups  centered  in 
the  Texas  Hill  Country  (40  percent  overall  decline  for  urban  fringe  and  30  percent  decline  for 
transitional  lands)  and  the  northeast  comer  of  Texas  (35  percent  for  urban  fringe).  These  areas 
are  noteworthy  as  areas  with  habitat  for  the  golden-cheeked  warbler  and  red-cockaded 
woodpecker,  respectively.  Additionally,  panelists  indicated  estimated  declines  ranging  between 
10  and  20  percent  for  farmland  and  rangeland  statewide.  Finally,  respondents  forecast  state-wide 
median  declines  (12.5  to  25  percent)  in  value  for  affected  properties  during  the  next  five  yearf. 

The  report  concludes: 

Time  will  reveal  the  extent  of  aggregate  property  value  impact  from  the  ESA. 
Texas  brokers  who  are  active  in  the  market  believe  that  the  impact  has  been  negative  and 
will  continue.  While  a  few  respondents  indicate  that  property  values  have  risen,  the        ^ 
majority  either  do  not  know  the  impact  or  believe  that  values  have  declined."* 

Although  this  reported  evidence  does  not  demonstrate  a  verifiable  effect  associated  with  ESA.  it 
does  indicate  that  a  consensus  among  brokers  foresees  values  falling  because  of  the  act 


Property  Tax  Evaluation  Adjustments 

Property  value  serves  as  the  primary  index  of  local  taxation  in  Texas,  and  landowners 

typically  seek  to  keep  the  assessed  values  of  their  prof>erties  at  the  lowest  possible  level. 
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Although  many  tax  bills  for  agricultural  land  are  based  on  productivity  values  in  agricultural  use 
rather  than  the  taxable  market  value,  even  owners  of  land  taxed  on  agricultural  use  values  have 
an  incentive  to  keep  market  value  estimates  for  these  properties  low  to  limit  the  potential 
rollback  tax."  For  much  of  the  land  impacted  by  ESA,  agreements  between  assessment 
authorities  and  the  landowners  are  the  first  point  where  negotiated  valuation  adjustments  appeal. 

In  1994  owners  requested  valuation  reductions  for  properties  affected  by  a  variety  of 
endangered  species  including:  golden-cheeked  warbler,  cave  invertebrates,  the  black-capped 
vireo,  miscellaneous  other  restrictions  and  the  restrictions  associated  with  the  "Save  Our 
Springs"  program.  According  to  the  Travis  County  Central  Appraisal  District  (CAD),  1994 
adjustments  were  applied  to  897  properties  totaling  a  43  percent  reduction  fi-om  the  initial  market 
values.  By  this  estimate,  these  environmental  restrictions  resulted  in  a  S74  million  reduction  in 
taxable  market  value  as  shown  in  the  following  table. '^ 


Effects  of  Endangered  Species  Habitat 

on  Travis  County  Taxable  Market  Land  Values 


Unadjusted 

Adjusted 

Percent 

Number 

Code 

Value 

Value 

Effect 

Affected 

Endangered  Species  (ES) 

$    51.662,265 

S  16.653.511 

-68V. 

57 

Golden  Cheeked  Warbler  (G 1 ) 

18.026.335 

13.131.770 

-27 

161 

Black  Capped  Vireo  (G2) 

50.921 

35.067 

-31 

2 

Cave  Invenebrates  (G3) 

9.493.238 

7,786.787 

-18 

41 

Combination  of  Species  (G4) 

31.339,816 

24.463.145 

-22 

211 

Construction  Restraints:  Warbler  (G5) 

13.663,299 

12.793.943 

-6 

245 

Critical  Water  (G6) 

1.925.771 

1.298,133 

-33 

10 

Save  Our  Springs  (SO) 

47.572.564 

23.515.570 

-51 

170 

Totab 

S  173,734^08 

$  99,677,926 

-43% 

897 

Source:  Tiavis  County  Appiaisal  Dtsaio  1994  Tax  Rolls 
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Effects  of  Endangered  Species  Act  on  Taxable  Market  Values 
For  Affected  Properties  in  Travis  County  Texas  - 1994 


Unadjusted 

Adjusted 

Percent 

Number 

Property  Type 

Value 

Value 

Redaction 

Affected 

Agricultural  -  Receiving  Open-space  Valuation 

$    23.927.640 

S  18.712.983 

-22% 

85 

Agricultural  -  Not  Receiving  Open-space  Valuation 

97.104,642 

48,039.505 

-51 

197 

Residential  -  Both  SFR  and  MF 

5,230.450 

4.811,918 

-8 

54 

Vacant  Platted  Lots 

39^13.797 

21,617.734 

-45 

540 

Other  Properties 

8J257.679 

6,495.787 

-21 

21 

Totals 

$  173,734408 

$  99,677,927 

-43% 

897 

Note:  Properties  needing  siirve)rs  not  included  in  these  totals 
Source:  Travis  County  Appraisal  District  1994  Tax  Rolls 

This  information  closely  approximates  the  overall  decline  estimated  by  respondents  to  the  Jones 
survey.  The  overall  decline  of  43  percent  is  a  weighted  average  decline  with  actual  individual 
changes  ranging  fix)m  zero  to  as  much  as  74  percent  of  value.  No  increases  were  imposed 
because  of  ESA.  The  data  also  conform  to  judgments  registered  in  the  Jones  survey  specifically 
showing  the  most  pronounced  declines  in  agricultural  land  that  is  not  receiving  productivity 
valuation  treatment  (probably  transitional  and  urban  fringe  lands)  and  vacant  platted  lots  with  51 
and  45  percent  declines,  respectively. 

These  adjustments  reflect  the  assessment  authority's  best  estimate  of  the  value  effects 
following  fit)m  ESA  habitat  designation.  Tax  values  are  frequently  disntissed  as  indicators  of 
market  value  for  specific  properties  because  they  are  based  on  mass  appraisal  techniques.  This 
may  lead  to  contentions  that  the  tax  valuations  do  not  provide  compelling  evidence  regarding 
ESA  impact.  However,  the  Comptroller's  Office  Property  Tax  Division  indicates  that  the  Travis 
County  CAD  appraises  properties  at  99  percent  of  market  value  overall,  with  a  co^Bcient  of 
dispersion  of  10.99.  This  indicates  an  acceptable  level  of  accuracy  in  appraisal,  especially  when 
compared  with  a  state-wide  coefficient  of  dispersion  of  14.17.  On  vacant  platted  lots  and  rural 
real  estate,  Travis  CAD  ^jpraised  at  100  percent  of  maricet  value  in  1994  with  coefficients  of 
dispersion  of  17.05  and  16.39,  respectively,  compared  to  statewide  coefficients  of  19.68  and 
18.61." 
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This  oflBcial  state  study  of  appraisal  records  indicates  that  Travis  County  appraised  values 
tend  to  approach  market  value,  on  average,  and  that  those  appraisals  have  an  accepuble  level  of 
accuracy  that  exceeds  others  in  the  remainder  of  the  state.  Thus,  the  Travis  County  CAD  staff 
has  demonstrated  a  high  degree  of  know^ledge  and  skill  in  estimating  property  values  for  taxation. 
While  this  evidence  does  not  conclusively  demonstrate  a  substantive  negative  impact  from  ESA, 
it  does  contribute  to  the  mounting  numbers  of  informed  real  estate  market  participants 
anticipating  value  declines  for  some  properties  in  the  vrake  of  ESA  designations. 

Land  Value  Studies  Information 

Analysis  of  land  price  data  maintained  by  the  Real  Estate  Center    could  provide 
information  in  either  of  the  two  dimensions  expected  to  reveal  ESA's  impact  on  value. 
Specifically,  the  data  could  evidence  land  value  impact  if  either  unexplained  sales  volume  or 
price  changes  occurred  while  ESA  was  an  issue  in  land  markets.  However,  information  in  rural 
land  sales  studies  conducted  by  the  Center  neither  conclusively  confirms  nor  denies  ESA  effects. 

Land  prices  in  the  most  likely  affected  areas  (Austin,  Waco  and  the  Edwards  Plateau- 
South)  increased  from  1992  to  1994,  but  the  sales  volume  may  have  decreased  in  the  Austin- 
Waco  areas.  The  price  increases  appear  to  contradict  foreseen  negative  effects.  However,  the 
expected  negative  effects  may  have  occurred  on  affected  properties  with  the  declines  being 
swamped  in  maricet-wide  data  where  disproportionate  numbers  of  unaffected  properties  sold. 

Although  the  recorded  price  increases  do  not  confirm  expected  price  declines,  neither  do 
they  effectively  refiite  the  forecast  of  substantial  negative  effects  for  ESA.  The  anticipated 
negative  effect  simply  may  not  have  appeared  as  a  market-wide,  price  depressing  influence  for  a 
variety  of  possible  reasons.  First,  observers  indicate  that  the  most  visible  influence  arising  from 
ESA  on  affected  properties  appears  as  buyer  avoidance.  If  buyers  are  indeed  shying  away  from 
properties  that  they  deem  at  risk  for  curtailed  use,  transactions  moving  through  the  maricet  would 
contain  fewer  sales  of  affected  properties.  Furthermore,  strong  demand  for  land  in  areas  that 
contain  affected  properties  would  be  concentrated  on  fewer  remaining  unaffected  acres,  driving 
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Trends  in  Texas  Rural  Land  Prices  1992-94 
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up  prices  for  those  tracts.  Second,  buyers  might  anticipate  that  the  markets  will  overreact  to  any 
stigma  associated  with  environmental  conditions.  Such  buyers  would  purchase,  believing  that 
future  prices  for  such  lands  are  likely  to  be  much  higher  than  today's  prices  after  the  public  and 
the  markets  have  adjusted  to  restrictions.  Finally,  buyers  may  not  have  been  fully  informed  of 
the  effects  of  ESA  during  this  period. 

Inspecting  the  total  numbers  of  sales  for  land  market  areas  (LMAs)  10. 25  and  26  indicate 
a  steady  volume  in  LMA  10,  the  Edwards  Plateau-South  (see  Appendix  for  a  map  of  LMAs). 
Observers  in  that  market  suggest  that  some  current  buyers  are  indeed  speculating  that  the  raging 
controversy  over  water  rights  in  the  area  will  provide  them  with  a  legally  proven  and  possibly 
maricetable  vrater  right  Given  that  potential  motivation,  a  steady  or  even  rising  sales  volume 
could  be  expected. 

However,  sales  volume  in  LMAs  25  and  26,  Waco  and  Austin  respectively,  increased 
from  1992  to  1993  but  have  fallen  in  1994.  The  preliminary  1994  volume  statistics  for  the 
Austin  area  (Blacklands-South  LMA  26)  indicate  a  substantial  lag  behind  the  volume  posted  in 
1992  and  1993.  Although  the  high  level  of  sales  in  1993  probably  occurred  because  of  several 
extraneous  fattors,  the  i^parent  decline  in  1994  volume  may  partly  be  the  result  of  buyers 
avoiding  land  that  they  believe  may  be  subject  to  ESA  regulation. 

This  analysis  indicates  that  aggregated  data  do  not  represent  land  prices  or  values  of 
particular  classes  of  properties  but,  rather,  the  statistics  provide  a  general  guide  to  land  market 
developments.  Only  fiotber  studies  of  individual  data  for  specifically  affected  properties  will 
confirm  or  deny  iht  oqpected  ESA  effect  on  rural  land  values. . 

BalcoBcs  CanyonbuHb  ConscnratioB  Plan  (BCCP) 

Travis  County  has  proposed  to  cooperate  with  the  City  of  Austin  and  USFW  to  obtain  a 

regional  Section  1 0(a)  permit,  the  permit  required  to  develop  land  where  warbler  habitat  could  be 
incidentally  taken.  Participants  in  this  plan  could  develop  their  land  under  the  regional  permit  by 
paying  a  fee  to  mitigate  habitat  destruction.  Presumably,  opting  into  this  voluntary  plan  would 
cut  short  the  regulatory  delay  required  to  obtain  an  individual  permit  and  reduce  the  overall  cost 
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to  the  landowner.  Proceeds  gained  from  the  imposed  fee  would  be  used  to  acquire  additional 
habitat  as  part  of  a  permanent  preserve. 

Mitigation  fees  became  necessary  when  Travis  County  voters  balked  at  publicly  funding 
land  acquisition  required  for  the  preserve.  The  amount  of  the  fees  causes  out-of-pocket  expenses 
to  current  owners  and  indicates  the  effect  such  fees  may  have  on  their  overall  wealth.  The  April 
19, 1995,  version  of  this  proposed  plan  imposes  a  fee  of  $5,500  per  acre  for  development  of 
acreage  with  golden-cheeked  warbler  or  black-capped  vireo  habitat.  Additionally,  owners  of 
vacant  platted  lots  would  be  required  to  pay  $1,500  before  building  a  home  on  the  property. 
Although  routine  fanning  and  ranching  practices  would  be  exempted,  activities  requiring 
clearing  would  incur  a  SI  ,500  per-acre  clearing  fee  for  each  improvement.  For  example, 
building  a  bam  would  require  a  fee  payment.  Furthermore,  the  fees  are  based  on  an  assumed 
average  land  cost  of  S5,S00  per  acre.  If  land  prices  rise,  the  fees  also  could  increase.'^ 

If  this  plan  is  put  into  effect,  owners  of  imdeveloped  acreage  would  see  their  market  value 
fall  by  the  amount  of  the  fee."  The  downward  adjustment  may  be  even  larger  than  the  fee  itself 
when  the  time  value  of  money  is  considered.  Because  the  fee  is  an  expense  incurred  before 
development  begins,  it  requires  capital  outlays  at  the  beginning  of  development  activity.  Thus, 
developers  would  incur  the  cost  of  capital  invested  in  the  fee  as  an  expense  during  the 
development  period  until  sales  had  recouped  tluit  investment.  Thus,  the  process  is  fraught  with 
uncertainty  both  relating  to  dollar  cost  and  to  the  opportunity  cost  of  time  delays. 

The  final  incidence  of  the  fee  would  depend  on  an  owner's  ability  to  pass  the  fee  along  to 
final  users.  The  ability  to  sidft  the  fee  to  final  users  is  directly  related  to  the  supply  of  competing 
lots  that  are  not  subject  to  the  added  expense  of  the  fee.  If  a  development  is  unique  and  there  is 
effective  demand  for  the  lots,  developers  could  recoup  all  of  the  fees  paid.  However, 
developments  lacking  some  compelling  unique  feature  will  be  forced  to  compete  with  similar 
properties.  Owners  of  non-unique  properties  in  highly  competitive  markets  will  incur  all  or 
nearly  all  of  the  mitigation  expense.  The  degree  of  shifting  def>ends  directly  on  the  degree  of 
competition  in  the  market 

Although  the  area  west  of  Austin  in  Travis  County  is  uniquely  attractive,  homeowners 
can  choose  fivm  alternative  developments.  Owners  of  properties  in  this  area  may  be  able  to 
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shift  some  of  the  mitigation  costs  to  others.  Because  of  competing  properties  in  the  market  most 
owners  of  nontransitional,  agricultural  land  likely  will  absorb  all  of  the  expenses  resulting  from 
mitigation  fees.  The  degree  of  this  potential  shifting  remains  unknown.  Future  studies  should 
explore  the  impact  of  these  mitigation  fees  in  an  analysis  of  the  fmancial  attributes  of  the 
development  process. 

Conclusion 

Although  direct  evidence  of  prices  paid  in  areas  substantially  affected  by  ESA  in  Texas 
remains  incoiKlusive,  the  consensus  among  Texas  real  estate  brokers  expressing  an  opinion 
points  to  some  value  declines  associated  with  restrictions  accompanying  the  act.  Reacting  to  a 
perceived  reduction  in  potential  use,  these  brokers  estimated  that  substantia]  declines  in  value 
from  ESA  impacts  already  have  occurred. 

The  uncertainty  surrounding  land  impacted  by  the  ESA  is  peiiiaps  the  most  troublesome 
element  of  the  ESA  controversy.  Owners  and  potential  buyers  simply  cannot  know  whether 
particular  properties  host  an  endangered  specie  or  possibly  could  support  such  a  creature  at  a 
future  date.  Furthermore,  restrictions  on  use  or  the  prospect  of  restrictions  contributes  to  this 
disturbing  climate  of  uncertainty.  Potential  buyers  foresee  possible  bans  on  currently  typical 
land  uses  and  the  likelihood  of  lengthy  delays  in  obtaining  permits  to  pursue  their  plans  for  the 
property,  plus  the  possibility  of  consulting  fees  and  mitigation  expenses.  Finally,  the  practice  of 
exacting  mitigation  fees  io  return  for  issuing  permits  adds  the  specter  of  an  unanticipated  and 
unknown  cost  to  management  plans.  The  combination  of  mitigation  fees  aitd  regulatory  delay 
could  cause  expanses  of  market  areas  to  become  unattractive  to  buyers.  In  typical  markets,  these 
kinds  of  factors  routiiiely  translate  into  reduced  offers  and,  ultimately,  value  losses  for  owners  of 
affected  pn^mties.'^ 

In  scnne  areas,  buyers  qipear  to  be  qwculating  that  current  problems  will  be  resolved  and 
values  will  increase,  especially  in  the  Edwards  Aquifer  area  west  of  San  Antonio.  This 
qieculation  qipears  to  have  boosted  market-wide  value  indicators.  This  kind  of  price  siqipoit 
could  evaporate  as  npdly  as  it  has  appeared  should  the  market  development  path  envisioned  by 
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the  speculators  fail  to  appear.  Prices  would  likely  plummet  as  demand  atrophied  and  values 
lagged. 

The  evidence  presented  here  is  sketchy,  precluding  an  outright  conclusion  about  the 
magnitude  of  the  value-related  effects  of  ESA.  Ne\-erlheless,  infonnation  gleaned  in  examining 
the  ESA  controversy  in  Texas  does  justify  cause  for  concern  about  the  integrity  of  lenders' 
collateral  base.  For  example,  market  observers  in  the  Travis  Count>-  area  cite  the  likelihood  that  a 
substantial  acreage  already  has  been  adversely  affected  by  ESA.  Therefore,  lenders  should  be 
concerned  about  this  impact  of  the  act  on  their  collateral  base. 

Analysis  of  the  Travis  County  assessments  reveals  that  the  most  heavily  affected 
properties,  in  dollar  terms,  are  likely  to  be  urban  fringe  properties  and  vacant  lots.  The  degree  of 
risk  associated  wlh  investment  in  ^ose  properties  has  unquestionably  increased  and  lending 
policies  may  need  to  reflect  tfiat  fact.  However,  die  reduction  registered  on  purely  agricultural 
[w^operties  points  to  a  sizable  decline  as  well.  This  lesser  proportionate  decline  may  prove  to  be 
especially  troubling  for  lenders'  collateral,  particularly  if  the  effect  persists  ova-  a  broad  expanse 
ofterritoiy. 

The  BCCP  prognun,  ostensibly  designed  to  facilitate  development  west  of  Austin, 
provides  an  indication  of  the  cos;ts  associated  with  ESA  in  that  region.  If  the  assumed  land  vahie 
cited  in  the  plan  is  correct,  landowners  vnH  incur  mitigation  fee  expenses  equal  to  the  value  of 
their  propert>'.  Any  subsequent  purchaser  surely  will  consider  that  potential  cost  before  making  an 
offer.  Such  a  fee  structure  probably  will  have  a  substantial  negative  effect  on  land  values  in  the 
regioa 

To  systematically  gauge  the  extent  of  fte  ESA  problem,  lenders  should  undertake  a 
broadly  based,  intensive  study  to  identify  affected  and  nonaffected  properties.  This  analysis 
would  allow  lenders  to  establish  the  indicators  of  ESA  habitat  and  identify  its  value-related 
effects.  This     kind  of  study  would  require  extensive  data  sets  of  comparable  sales  but  would 
provide  tfie  best  indication  ESA  vahie  effects.  The  study  should  be  geographically  dh-erse  to 
include  areas  wift  few  problems  as  well  as  the  highly  contested  regions.  In  addition,  lenders 
could  examine  Ae  impact  of  specified  BCCP  mitigation  fees  on  land  values  for  various  classes  of 
property  and  property  owners.  By  systematically  evaluating  the  potoitial  impact,  lenders  can 
obtain  a  more  accurate  measure  of  die  possible  Hamt  to  their  collateral  base. 
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